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THE ECONOMIC PROSPECTS OF 


Britain’s problem is as_ simple to 
state as it is difficult to solve. Just 
over 50 million people live in England, 
Wales and Scotland, according to the 
1947 register. They grow not much 
more than half the food they are accus- 
tomed ta eat. They have few raw ma- 
terials except coal and a_ poor-grade 
iron ore. Yet they have one of the 
world’s highest standards of living be- 
cause they have been able to import 
food, raw materials, and mechandise 
from all parts of the world in exchange 
for the products of their work and skill. 

If the people of Britain are to sur- 
vive as a leading Western nation with 
a civilised standard of living, they 
must continue to export their goods in 
exchange for the products of others. If 
they cannot export enough to pay for 
imports on such a scale they must ex- 
pect a severe reduction, either of their 
population or of their living standards. 
Hence, the overseas balance of pay- 
ments has become the touchstone of 
Britain’s prospects in the world. 

The problem has been aggravated by 
the effects of World Wars I and II. In 
World War I a great part of Britain’s 
accumulated overseas investments was 
liquidated to pay for Allied war costs. 
At the same time, to interruption of 
world trade by the war and the abnor- 
mal demand for industrial products at 
any cost led to rapid industrialisation 
in many countries and lessened the 
world’s dependence on supplies from 
Britain. But in the late ‘thirties she 
was still able to finance a large import 
surplus by income from overseas _in- 
vestments, shipping, banking and _in- 
surance receipts, and similar services. 


World War Ii brought’ grave 
new difficulties. Once again industrial 
production was stimulated in other 


parts of the world although the des- 
truction in Germany and Japan offset 
this trend to some extent. But this 
time Britain emerged with considerable 
physical damage and heavy arrears of 
maintenance. She could not resume 
civilian production where she left off 
in 1939. Industrial mobilisation had 
been carried to greater lengths than in 
almost any other country in the world; 
the vast flow of Lend-Lease supplies 
from the United States made it possi- 
ble to shut down.a great proportion of 
British civilian industries and concen- 


trate the bulk of the nation’s man- 
power and effort on fighting the war 
and producing for war. Not only were 
exports almost stopped but production 
ot the goods which normally make up 
a large part of British exports, such as 
textiles and consumer goods generally, 
was cut down to a small remnant. Re- 
conversion was, therefore, bound to be 
a long and costly job. It was-—and stil! 
is—hampered by the need to repair and 
rebuild communications, power-gener- 
ating stations, productive and ancillary 
equipment, and above all factories and 
houses. 


Production Exceeds Pre-War Level 


The three years since the end of 
World War II have been used in Bri- 
tain to make good these domestic 
handicaps in large measure. After ini- 
tial difficulties, enhanced by the unpre- 
cedented winter frost »f 1947, indus- 
trial production has regained and ex- 
ceeded the pre-war level. While some 
industries lag behind and others are 
still in the process of renewing their 
plant and equipment, many industries 
are producing far more than they did 
before World War II. The general 
level of industrial production in Britain 
is estimated to be rather more than 10 
per cent above the 1938 volume—disre- 
garding the rise in money values. The 
United Nations Economic Commission 
for Europe estimated British produc- 
tion in the third quarter of 1947 at nine 
pér cent above 1938. Since then, the 
output of coal, steel, textiles, automo- 
biles, trucks, farm tractors and many 
kinds of machinery has been steadily 
increasing. For instance, steel produc- 
tion for the year 1947.was 12% million 
long tons of ingots and castings; in the 
first six months of 1948 it was at an 
annual rate of 15,450,000 tons. 

Farm production was greatly ex- 
panded during World War If and has 
rot been allowed to fall back to the 
pre-war level. In 1946-7, with average 
weather, Britain produced about 60 per 
cent more grain than in the 1936-9 


average, and more than twice as many, 


potatoes. In the 1947-8 crop year the 
yields were reduced by the abnormal 
winter'and severe summer drought. 
The current year shows better promise 
and plans have been made to increase 


BRITAIN 


grain production over the next four 
years to about twice the pre-war level, 
with dairy, poultry, and livestock pro- 
duction to reach a considerably greater 
increase than 100 per cent. 

‘Despite larger agricultural and _in- 
dustrial production, the British people 
are consuming tess at home. That is 
due partly to the need to devote a 
greater proportion of current output to 
capital formation—repair and rebuild- 
ing of houses, factories, communica- 
tions and so on—and partly to the fact 
that far more than pre-war is being 
exported. The physical volume of ex- 
ports in the first half of 1948 is estim- 
ated at 134 per cent of 1938. Moreover, 
the volume of imports has been cut 
down to about 20 per cent less than it 
was in 1938. It is difficult to give a 
general figure for the level of consump- 
tion, but the basic fact is that a large 
number of essential products, partitu- 
larly almost alll articles of food, are 
still rationed. Comparing the first half 
of 1948 with the average of 1934-8, pro- 
visional figures indicate that the quan- 
tities consumed of a number of food- 
stuffs have fallen by the following per- 
centages: eggs 15; tea, 17; butter, 55; 


‘(althugh there has been a rise of 105 


per cent in the consumption of mar- 


garine); sugar, 27; fresh and frozen 
meat, 30; bacon and ham 66; cheese 
eight. These shortages are made good 


to some extent by increased consump- 
tion of fish (28 per cent), potatoes (14 
per cent), milk (41 per cent), and flour 
(21 per cent). There has clearly been 
@ great change in the British diet and 
habits of consumption. Apart from the 
rigid rationing of many basic foods, a 
wide range of other goods has been 
made so expensive by prohibitive taxes 
that consumption has been forced down 
by high prices. Twenty cigarettes cost 
three shillings and sixpence: cigarette 
consumption is 25 ver cent down on 
1946-7. Beer, wine, and spirits have 
similarly been put out of reach of all 
but the most determined buyers. Radio 
sets, refrigerators and many other dur- 
able consumer goods bear prohibitive 
sales taxes which are intended to re- 
duce their consumption, and _ succeed 
very well in that purpose. No British 
citizen can buy a new motor car unless 
he can prove that it is indispensable 
for business or other essential purposes. 
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In 1947, 54 per cent of all passenger 
cars made in Britain were for export. 
Since then the proportion exported has 
been pushed up to 80 per cent. 


Imports Cut By One-Fifth 


These examples may illustrate better 
than any single statistical figure the 
restrictions which Britain’s peopie have 
laid upon themselves in order to get 
along with a fifth less imports than be- 
fore World War II and vet to export a 
third more than they did then. How- 
over, the restrictions have not been 
sufficient to wipe out the deficit in the 
Overseas balance. The size of last 
year’s deficit was unexpected. It was 
due partly to the fuel crisis in the ex- 
ceptional winter of 1946-7, which hit 
Britain before she had time to build 
up stocks; and partly to the fact that 
the prices she had to pay for her im- 
ports had risen more since 1938 than 
the prices received for her exports. 
Towards the end of 1947, when it was 
realised that the gap could not be 
bridged in time, further import restric- 
tions were imposed and a great export 
drive started. The export drive has 
had a magnificent success. The best 
which economists dared to hope was 
that exports by the end of 1948 would 
reach 150 per cent of the 1938 volume 
(disregarding price rises). By June the 


volume had reached 138 per cent. Al- 
though competition is increasing and 
many countries have been restricting 


imports to preserve their foreign ex- 
change reserves, British exports con- 
tinue to expand. 


Unfortunately the prices of British 
imports are again rising faster than 
those of her exports. Owing to the 
continued shortage of food and many 
primary raw materials import prices 
are under a strong upward pressure. It 
is chiefly because of this adverse move- 
ment of “terms of trade” that further 
import restrictions have become neces- 
sary. A great deal depends on the 
duration of this boom in food and pri- 
mary commodities. Grain prices may 
be brought down by 1949 if there are 
two good crops in North America and 
Europe. Another way of looking at the 
same problem is this: if the desperate 
and costly British efforts to restore rice 
production in South-East Asia succeed 
in the next 12 months, this will bring 
to an end India’s demand on the 
world’s marginal grain supplies as well 
as on Britain’s small dollar funds; and 
that too, could break the grain boom. 
Other foodstuffs, especially meat and 
edible oils, depend on political develop- 
ments outside Britain’s control. But if 
wheat and corn came down to a more 
reasonable level, her problem would be 
greatly eased. As for metals, it will 
presumably take another two or three 
years before the edge of the post-war 
rebuilding and re-equipment demand is 
worked off. Here again the short-run 
prospect is worse than the long one. 
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Another major problem is the heavy 
dependence of the United Kingdom as 
indeed of all Western Europe, upon im- 
ports from the Western Hemisphere. 
Britain’s trade with the rest of the 
world is more or less in balance. Trade 
relations with particular countries 
change constantly. For instance, early 
this year both France and Sweden held 
very large amounts of sterling and 
were complaining loudly about the 
Gifficulty of changing this money into 
dollars or goods. Before the summer 
had come both France and Sweden had 
spent all the accumulation of pounds 
sterling on imports from Britain and 
other countries which trade in sterling; 
France had to raise credit in London, 
and Sweden imposed restrictions on 
imports from Britain because she had 
not enough pounds. That is the sort of 
fluctuation that occurs every few 
months in British trading with many 
countries, and nothing shows more 
clearly the advantages of the old ster- 
ling system than the fact that such 
changes were always smoothly absor- 
ked without anyone except the London 
banks feeling the pinch. Britain is try- 
ing hard to balance deficits in trade 
with one country against surpluses in 
trade with another, and the system of 
“transferable sterling accounts,’ which 
has been designed for this purpose, is 
making progress. 


Trade With Western Hemisphere 


Trade with the United States, Canada, 
and Argentina accounts for the whole 
of the deficit in Britain’s balance of 
payments. In 1947, 44 per cent of Bri- 
tish imports came from the Western 
Hemisphere compared with 31 per cent 
in 1938. Britain plans to reduce this 
dependence on the Western Hemisphere 
in 1948 to only 34 per cent of her im- 
ports. Efforts are going on to increase 
production of food and raw materials 
in Europe, Africa, Asia, and Australia. 
so that Britain can soon get supplies 
from her traditional sources again and 
lessen her dependence on _ imports 
which have to be paid for in dollars. 
This adjustment is similar to the 
changes which all the 16 E.R.P. coun- 
tries have undertaken to make as part 
of their self-help plan. While no 
one can be sure that it will succeed in 
a short time it is perfectly feasible in 
the long run. Marshall Aid is regard- 
ed in Britain as invaluable temporary 
assistance which will give Britain in 
concert with the other countries of the 
organisation of European Economic Co- 
operation time to bring about a big in- 
crease in production, a further large 
increase in exports, and a switch in 
trade which will balance British econo- 
my with that of the dollar area. 


Plans are well under way. Big mo- 
dernisation schemes are proceeding in 
a number of British industries. The 
controversy about nationalisation may 
divert attention from what is going 
on in physical terms—a great spurt in 
mechanisation of coalmines and the 
development of new snd promising 


coalfields; a huge project, part- 
ly completed, for the renewal and ex- 
pansion of electrical generating plant; 
an immense plan for the steel industry, 
now in its second year, which will raise 
ingot production by one-third and 
lower costs all round. The air is full of 
complaints by manufacturers who can- 
not get permits or delivery of new ma- 
chinery; but their outcries are ant to 
hide the fact that there is a great in- 
flux of new plant and equipment reach- 
ing the factories. 


Stern Financial Policy 


In order to restrain consumption fur- 
ther, to cut out waste, and to drive 
more goods into the export trade, the 
British Government began last winter 
to tighten the financial reins. By means 
of a huge Budget surplus which will 
cover not only all current expenditure 
of all public authorities but every 
other expenditure which is normally 
met by borrowing, the central govern- 
ment is withdrawing more from pri- 
vate incomes than it is handing back. 
The difference will be used to cancel 
public debt, and under the bilateral 
agreement with the United States the 
greater part of E.C.A. Aid will be simi- 
larly used to repay floating debt. The 
effects of this stern financial policy are 
already apparent. Demand for con- 
sumer goods has fallen off; luxury 
spending has declined; holiday resorts 
report poor trade; house prices are 
coming down. The pressure of post- 
war inflation is abating. The appeal 
made by the Government in Febuary 
to labour not to press for wage in- 
creases has so far been fairly success- 
ful; the simultaneous appeal to busi- 
ness to hold prices and not to raise 
dividends has met with a great deal of 
response. The rapid increase in prices 
and wages during 1946 and 1947 has 
certainly been severely slowed down 
in the first half of this year. 


The effort to bring about an internal 
economic balance at a lower standard 
of living than the people had hoped for 
cannot, of course, succeed overnight. It 
is bound to raise political and social 
problems that will take years to work 
themselves out. But the way in which 
the British people have so far settled 
down to production above the pre-war 
level in spite of lower consumption and 
many disappointments indicates that 
they have great powers of adaptation. 
So far as their prospects depend on 
their own actions, they are well on the 
way to retaining a sound position in 
the world. As their future depends also 
on the recovery of world trade there 
are many uncertainties in the outlook. 
These are, however, the same sort of 
hazards which face every other coun- 
try in the world. If in the next three 
or four years Western Europe can re- 
cover, the Far East can be preserved 
from economic collapse, and the great 
schemes of agricultural and mineral 
development in Africa and Australia 
can be brought to fruition, then—given 
peace—Britain will not be a bad coun- 
try in which to live. 
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REPORTS FROM SINGAPORE & MALAYA 


(BY OUR MALAYAN CORRESPONDENT) 


REVENUE & EXPENDITURE  ESTI- 
MATES FOR 1949 
Last week in ‘Singapore saw the 


Legislative Council, now only seven 
months old, deal with its first “Budget 
Day.” On Tuesday the Financial Secre- 
tary, Mr. J. D. M. Smith presented to 
the Council for consideration his 
estimates of revenue and expenditure 
for the year 1949 showing that he 
thought the Colony would jend next 
year with a small surplus on the year’s 


working. He thinks that revenue next. 


year should total Malayan $103,700,000 
and expenditure, inclusive of revotes, 
should be about $101,200,000, giving a 
surplus of about $2,000,000. 

For 1948, Mr. Smith said, the result 
was likely to be a deficit on the year’s 
working of about $25,000,000, largely 
on account of the fact that it has not 
been possible to collect any income tax 
this yedr from which source a revenue 
of $30,000,000 was expected. The 
general revenue balance at the end of 
isd is estimated to be about $31,500,- 

In an address in Council lasting for 
more than an hour, Mr. Smith, dis- 
cussed the question of the Colony’s 
finances. He reported that the assets 
and liabilities of the Colony were 
emerging from the uncertainties caused 
by the new political, arrangements and 
the financial arrangements necessary 
during the war and the period im- 
mediately following the re-occupation 
when there was a British Military Ad- 
ministration, The complicated nature 
of the adjustments which have had tc 
be made in the prewar Colony’s 
finances to bring them into line with 
the ‘present day requirements have 
taxed the ability of the Colony’s 
fnancial officers and Only now are the 
accounts beginning ito show what the 
actual position is. Mr. Smith gave his 
opinion that the financial position of 
the Colony was not at all unsatisfac- 
‘tory. 


The Income Tax Problem 


On the revenue side of the estimates 
the most important single source of 
revenue is that from income-tax, It will 
be remembered that this measure was 
forced On ‘the Colony, and on the 
Federation, by the Governor, Sir 
Franklin Gimson, against the unani- 
mous wish of the then Advisory Coun- 
cil, It was to take effect from Jan- 
uary 1, 1948, and the Colony estimated 
originally that it would yield some- 
thing like $30,000,000 in 1948. After 
the original Bill was enacted it was 
found largely unworkable and it was 
necessary to make several amendments 
and ‘it was not until August that the 
Eill was finally approved. The depart- 
ment of Income Tax was set up early 
in the year but it struck snags in the 
wecruitment of competent staff and 


very little progress was made in get- 
ting the requisite machinery working. 
Delays have also occurred in deter- 
mining the nature of the forms which 
have to be submitted, as their statu- 
tory return, by taxpayers and not one 


form has been submitted at the 
moment. Sundry amendments and 
allowances now approved cut down 


the estimated yield from the tax for 
this year to about $18,000,000 and of 
this amount it is not expected that 
more than $1,000,000 will be collected 
before the end of the year. That means 
that the revenue assessable for this year 
will probably be collected in ‘1949 in 
addition to the majority of revenue 
that should accrue from the actual as- 
sessments for 1949, Mr. Smith estimates 
that the total collections from income- 
tax next yesr will be about $30,000,- 
000. It has been assumed that the rates 
of tax, which are on a graduated scale 
except for companies which pay a flat 
rate of 20 per cent., will not be revised 
for 1949. 


Main items of revenue & expenditure 


Other main sources of revenue for 
1949 are:—$22,500,000 from the import 
duties on tobacco; $10,500,000 from the 
import duties on liquors; $9,250,000 
from the import duty on petrol and 
petroleum products; $2,750,000 from 
entertainment duties; $2,000,000 from 
tax on totalisator bets and sweepstakes 
and $1,750,000 from Estate duty. 

The largest single ‘head of expendi- 
ture is that for medical services and 
the estimated total expenditure here 
is about $13,000,000, including a first 
instalment of $2,750,000 for a “ten- 
year medical plan” for new hospitals 


etc. which the Council approved. 
Education will cost something more 
than $5,000,000; Broadcasting about 


$2,006,000; Public Works about $5,000,- 
600; Police about $8,000,000; Miscel- 
laneous service about $25,000,000 and 


charges on account of public debt 
about $&,900,000. 
The Council resolved to pass. the 


estimates of jrevenue and expenditure 
to a Select Committee, comprising all 
the unofficial members with the 
Financial Secretary as chairman, which 
will report back to the Council when 
the subject will be debated. 


Budget of Malayan Federation 


Next week the Federal Legislative 
Council will receive the Federal esti- 
mates of revenue and expenditure for 
1949 and it is certain that the Finan- 
cial Secretary there will have a less 
enviable task than that of Mr. Smith 
in Singapore. The Federation for this 
year estimated a yield of something 
like $20,000,000 from income tax and, 
like the Colany, it is not likely to collect 
more than a token amount before the 
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end of the year. In fact, it will be 
surprising if the Federation ends this 
year with a deficit of less than $100,- 
000,000. New taxation will have to be 
found in the Federation if it is to have 
anything like a balanced budget for 
1949 and it may be that the impera- 
tive need for revenue might dictate a 
revision of- the rates of income tax. 
It is pointed out, that in view of the 
fact that income tax in Malaya is on 
a pan-Malayan basis, any revision of 
the rates for the Federation must re- 
sult in a corresponding adjustment in 
the rates for the Colony. 


MALAYAN BREWERIES 


Malayan Breweries Ltd. Malaya’s 
only brewery, is to increase its capital 
from Malayan $1,500,000 to $10,000,000, 
states a preliminary announcement 
issued in Singapore. The company’s 
present capital consists of 309,375 
management shares and 1,190,625 or- 
dinary shares all of $1 each, all of 
which have been issued and are fully 
paid. When the capital is increased the 
directors propose to issue to both or- 
dinary and management shareholders 
three new shares of $1 each, fully-paid, 
for every shares they now hold. 

No {statement as to the reasons for 
increasing the capital accompanies the 
preliminary announcement but it has 
been obvious for some time that the 
company would have to increase its 
capital to bring it more into line with 
the present value of its assets and 
earning capacity. The proposed capital 
increase has been under consideration 
by the directors for the past two years 
and was the subject of comment at the 
last two annual meetings. 

The directors also announced last 
week that they recommend a final 
dividend of 174% per cent. and a bonus 
ot 17% per cent., less income tax at 
20 per cent., making a total distribu- 
tion of 90 cents a share for the year 
ended June last. This compares with 
$1 a share distributed for the preced- 
ing year. 

The cOmpany owns a brewery held 
in its own name and a brewery pre- 
viously owned by a German concern 
which it acquired through the Custo- 
dian of Enemy property on December 
24, 1940. This latter brewery is owned 
by a subsidiary company which re- 
tained the name of the Archipelago 
Brewery Co. Ltd. 

Fraser and Neave, aerated water 
manufacturers, are managing agents 
for Malayan Breweries, and also secre- 
taries, and they hold 234,375 of the 
management shares in the company. 
The other management shares are 
held by Heineken’s Bierbrouwerij and 
Koloniale Brouwerijen Cobra. The 
management shares carry four votes 
each so long as they remain in the 
hands of the present holders but they 
revert to One vote per share in the 
event of any change in ownership. 
The chairman of the company is Mr. 
H. Schweizer and the directors are 
Messrs. A.A. Baker, T.J.A. Green, 
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ECONOMIC HISTORY OF MALAYA 


by 
VICTOR PURCELL 


Compared with Java, Malaya’s 
economic development was late “hea 
first British settlement, Penang (1786), 
was an entrepot and also. grew 
pepper, nutmegs and cloves, although 
with no lasting success. Sugar was a 


Robert Burns and Heineken’s  Bier- 
(brouwlerij ‘Maa'tschappij N.V. 
In the share market last week 


Malayan Breweries came in for good 
buying inquiry which forced the price 
up by $1, the highest price at which 
business was reported being $25.75. 
Before the market closed, however, 
sellers appeared and the price fell to 
$25 but recovered later 25 cents. 


HIGH RUBBER OUTPUT 


The fact that 
rorism in Malaya 
seriously rubber 


the outbreak of /ter- 

has not affected 

production in the 
country was again emphasised by 
publication of the production figures 
for the month of September at 64,202 
tons, about 7,600 tons more than in the 
preceding month. In September large 
estates produced 33,292 tons, some 400 
tons less than in August, and small- 
holdings, that is estates under 100 
acres, produced 30,910 tons, about 
8,000 tons more than in August, It is 
pointed out, however, that the statistics 
for the production on smallholdings 
are estimated from the amount of sales 
while that for larger estates is obtained 
from the returns of production ren- 
dered by producers. 


ABANDONMENT OF INDUSTRIAL 
PROJECTS 
General Motors Corporation of 


America which had planned the con- 
struction of an assembly plant in 
Singapore has abandoned the project. 
This has been dictated by the recent 
governmeny decision banning the im- 
port of motor cars of 'a higher horse 
power than 20 unless they are made 
in Britain, An official of the company 
said last week that the only car which 
the corporation could now import into 
Malaya was the Vauxhall, made in 
England, and that one make was in- 
sufficient to justify further considera- 
tion of the idea of lerecting an as- 
sembly plant in this country. 

The company also planned large im- 
portation of all types of refrigerators 
but exchange control difficulties had 
limited possible imports to less than 
590 a month which did not justfy ex- 
penditure on an assembly plant in 
Singapore. 

Some years before the war per- 
mission to establish such an assembly 
plant in Singapore was refused by the 
Government and the Corporation then 
proceeded to erect its plant at Tanjong 
Priok in Java. 


fairly important crop from 1860 to 
about 1910, but was unable to compete 
in the world market after the govern- 
ment had, of its own initiative, abolish- 
ed indentured labour. Singapore 
(1819) was first and foremost a port 
and its agriculture, in proportion, was 
insignificant. Malacca (obtained from 
the Dutch in exchange for Bencoolen 
in 1824) continued under the British 
in a state of economic depression but 
shared in the general prosperity of 
the country. when, at a later date, the 
rubber industry became established. 
These three possessions, with Labuan 
(1847) forming the Straits Settle- 
ments, owed their increasingly flourish- 
ing state to the transit trade, especial- 
ly that of Singapore. 

The Malay States had long been in 
a condition of political decay border- 
ing on anarchy when, in 1874, the 
British intervened to restore order. 
The tin fields of Perak had begun to 
he exploited on an increased _ scale 
about 1850 and the clashes between 
rival secret societies among the Chi- 
nese miners and between the Chinese 
and the Malays were the immediate 
occasion for British intervention. 
Treaties were accepted by the four 
Sultans of Perak, Selangor, Negri 
Sembilan, and Pahang, whereby they 
agreed to rule with British advice, 
except in matters of religion or cus- 
tom. The four states were federated 
as the Federated Malay States in 
1896. In 1909 the suzerainty over 
Kedah, Kelantan, Trengganu, and Perlis 
was transferred from Siam to Britain 
by the Treaty cf Bangkok. Similar 
treaties to those existing with the other 
States were negotiated with their 
rulers. Johore also obtained a treaty 
of the same kind. 


Jungle And Swamp 


At the time of the intervention in 
1874, the Malay States were, except for 
some of their tin fields, almost un- 
exploited economically. The Malay 
settlements were confined to the coasts 
and the banks of. rivers and the 
rest of the country was roadless 
and malarial jungles and swamp. 
Even to this day, after 80 years of de- 
velopment, nearly four-fifths of the 
country is still in this primeval con- 
dition: only a strip parallel with ‘the 
west coast and a patch in the north- 
east have been cleared on a _ general 
scale. The other clearings are small 
and isolated. 


The two industries that were to be 
the foundation of Malay’s wealth were 
tin and rubber. 

Tin had been mined in Malaya for 
centuries, but until the intervention of 
the British in the Malay States, the ex- 
port was limited by the prevailing 
anarchic conditions. In 1889, 26,029 
tons were exported and in 1904, 51,743 
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tons. This was then 55.6 per cent. of 
the world’s total output, but the per- 
centage decreased to 36.3 in 1929, due 
to the development of mining in Bolivia 
and Nigeria. 


By 1929 the industry was suffering 
from over-production and the position 
grew worse until the introduction of 
restriction in 1931 in agreement with 
Bolivia, Netherlands India, and Nigeria. 
The International Tin Committee. by 
the creation of buffer stocks and by 
other methods, was able to maintain a 
stable price of between £260 and £230 
a ton. 


As late as 1912 the Chinese were res- 
ponsible for 80 per cent. of the tin 
mining, but owing to the introduction 
of more modern methods by the Euro- 
peans, the Chinese share in 1941 was 
only one-third of the total. 


The rubber industry was entirely a 
British creation. It derived from the 
70,000 seeds imported in the 1870’s by 
Sir Henry Wickham from Brazil to 
Kew. In 1905 the total Malayan yield 
was less than 200 tons; by 1920 the ex- 
port of rubber was 196,000 tons or 
about 53 per cent. of the total world 
production. By 1937, under a restric- 
tion scheme, Malaya had 3,300,000 acreg 
under rubber, two million being estates 
of over 100 acres each (both European 
and Asiatic owned) and over 1,276,000 
acres of Asiatic small holdings. 


The main difficulty in the develop- 
ment of these two industries was the 
shortage of labour. The Peninsular 
Malays, unlike their cousins, the Java- 
nese, have been disinclined to labour 
on estates and in mineg (due more pro- 
bably to the absence of the prick of 
necessity than, as is so often alleged, 
to the elimatic debility). They have 
preferred to eke out an existence on 
a patch of ricelanid with a few fruit 
trees and coconuts, in later years rent- 
ing their rubber to Chinese to tap. 
South Indian labour was, therefore, in- 
troduced for the rubber estates (supple- 
mented by more expensive, but more 
efficient, Chinese labour, especially for 
opening up new estates), and Chinese 
labour, mainly Hakka and Cantonese. 
was brought in for the tin mines. 


The net result of the large importa- 
tion of labour together with the influx 
of Chinese to the urban occupations 
was that by 1931 the Malays were out- 
numbered by the Chinese and Indians 
together, and by 1941 by the Chinese 
alone. This gave rise to political pro- 
blems which have not yet been solved. 


In the Federation of Malaya the 
Malays outnumber the Chinese. The 
1947 Census (first count) showed 2,135.- 
811 Malays, 267,030 other Malaysians, 
and 1,882,874 Chinese. Chinese (728,- 
522), however, form the overwhelming 
majority of the population in Singapore. 
These figures are for the Federation of 
Malaya and the Colony of Singapore 
together. 

It should be noted that the term 


“Malays” included many Indonesians 
settled in Malaya. 
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Population of Malaya 
3911 1921 1931 1941 1947 (first count) 
Malays -ees-oe 1,438,000 1,651,000 1,962,000 2,277,00G 2,519,224 
Chinese ...-.4. 917,000 1,175,000 1,709,000 2,378,000 2,611,397 
Nigane: Oo sete as 267,000 472,000 624,000 744,000 605,437 
ROUNCT Se ee sashes 51,000 61,000 90,000 109,000 77,778 
Like the Javanese in Java, the hunger in its train. Moreover, the re- 


Malays in Malaya were protected in the 
possession of their land by land reser- 
vations which could not be alienated 
to non-Malays, but there was never 
anything like the Culture System of 
Java since the production for export 
was done by foreign companies with 
imported labour or on native small 
holdings. 


Valuable Exports 


Although rubber and tin were more 
important than other commodities, there 
were other exports of value, which 
fact can be gauged from the percent- 
ages for 1938, namely rubber 47.8 per 
cent., smelted tin 16.9 per cent., mine- 
ral oils 9.8 per cent., copra and coconut 
oil 3.1 per cent., rice 2.2 per cent., can- 
ned pineapples 1.2 percent, areca nuts 
1.7 per cent., salted and dried fish 1.2 
per cent., and tota: cotton piece-goods, 
sarongs, thread and so on 1.0 per cent. 

Rather less than one-third of the im- 
ports into Malaya consisted of food- 
stuffs. The principal of these was rice. 

Labour organisation was in an em- 
bryonic state. Wages were small by 
European standards but compared 
favourably with: those paid in other 
south-east Asian countries. and were 
sufficiently high to attract labour from 
China and India in the required num- 
bers. The immigrants could also remit 
sums for the support of their families 
at home. Indeed, the attractions of the 
country were such that immigration 
had to be restricted by law. 

Malaya’s economic weakness lay in 
its dependence on tin and rubber which 
made it highly sensitive to trade de- 
pression, although attempts were being 
made to aevelop other industries. But 
to argue that Malaya should have been 
made self-sufficient in food instead of 
producing for export, is to ignore the 
fact that the rubber land is largely un- 
suitable for rice-growing and that at a 
time when rice was readily procurahly 
at a low price from Burma and Siam, 
and tin and rubber fetched high ‘prices 
in the world market, it'was to the ad- 
vantage of everybody in Malaya that 
the country should produce what it 
could best sell. The criticism that an 
undue proportion of the country’s 
wealth was remitted outside the coun- 
try te Europe, China, and India was a 
more valid one, but it applied with 
equal force to other south-east Asian 
countries such as Indo-China~ and 
Netherlands India. The truth is that 
by all Asiatic standards and by some 
western ones, the people as a whole 
were very well off, and it was only the 
dislocation caused by the Japanese in 
World War II that brought poverty and 


lations between the races were har- 
monious in spite of eccnomic rivalries, 
and inter-racial clashes were unknown, 


Chinese Nationalism 


Politically the division of Malaya was 
mainly horizontal but it was also be- 
coming vertical. Horizontally the line 
was between the Malays and the. Chi- 
nese, the former being fearful of the 
increasing numbers and economic en- 
croachment of the latter. The aggres- 
siveness of Chinese nationalism under 
the influence of the Kuomintang had 
greatly intensified this fear. Before 
World War II the horizontal crack 
passed almost exclusively through the 
Chinese cOmmunity, and it was be- 
tween capitalists and proletariat. Malay 
and Indian Communists were almost 


negligible. There was no movement 
towards self-government and _ there 
were no political parties, except the 


Kuomintang and the Chinese Com- 
munist Party, whose organisation, how- 
ever, was against the law. Nor has 
there appeared on the post-war scene 
a nation struggling for independence. 
There is no Malayan nation, though for 
the future of the country it would be 
better if there were. 


Outbreak of Terrorism 


After the liberation, the United King- 
dom Government created a Malayan 
Union with the object of obtaining a 
greater administrative unity (before 
Worid War II there had been niné 
separate governments in an area the 
size of England). At the same time it 
was desired to give a common citizen- 
ship to all who made Malaya their 
home. Opposition to the Union on the 
part of the Malays caused its replace- 
ment by a Federation which is now on 
trial. 

The terrorist outbreak in Malaya is 
a phenomenon unconnected with the 
constitutional experiments. It is an 
attempt by the Communists to force 
open the horizoatal crack into a chasm 
and is not an intcnsification of the ver- 
tical or racial differences. Any allega- 
tion that it is a national movement is 
nonsense. It is misleading also to at- 
tempt to draw analogies between Indo- 
nesia and Indo-China. Malaya’s his- 
tory is peculiar to itself. Nor can the 
present crisis be attributed to pre-war 
economic policy. The Communist out- 
break is part of a world movement. 
The fact that it is staged in Malaya at 
the moment is due first to the existence 
there of a large number of trained or 
semi-trained Chinese guerillas who 
were to have been used against the 
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Japanese and who are the disgruntled 
elite of an aborted Malayan Republic 
declared during the occupation, and 
secondly to the fact that the huge areas 
of jungle and swamp make Malaya al- 
most ideal for guerilla warfare. More- 
over the concentration of the Chinese 
population (very different from the 
one-and-a-third million Chinese dis- 
tributed among the 70 million Indo- 
nesians) makes it extremely difficult 
for the Communist supporters and sup- 
pliers in civilian attire to be isolated by 
the police and soldiers from the mass 
of the Chinese population. 


CHINESE IN MALAYA 


In a history of the Chinese in 
Malaya written by Dr. Victor Purcell 
the author sets out the growth of the 
Chinese population from earliest times 
up to the tremendous influx under 
the period of British sovereignty, 
which has led to the Chinese com- 
munity holding a dominating position 
in many fields of activity in Malaya. 
It is an attempt to exhibit the Chinese 
in Malaya as a complete organism, to 
Giscuss their politics and social pro- 
blems. It also explains the _ signifi- 
cance of the Chinese in the creation 
of modern Malaya and counters the 
impression that they are merely a 
horde of immigrants elbowed out of 
an overcrowded homeland. 

In summing up, Dr. Purcell draws 
attention to the fact that Chinese cul- 
ture is remarkable in history for its 
persistence. Tre Chinese, though con- 
quered many times by alien races, 
have eventually absorbed their con- 
querors. In Malaya, the Chinese 
have behaved characteristically. They 
have consistently sent large remittances 
to their “home country”. Though far 
from being united politically, have are 
always ready to present a united front 
when national susceptibilities are in- 
volved. 


The Chinese in Malaya have in the 
past not concerned themselves with the 
machinery of government. They en- 
joyed maximum freedom to _ trade, 
make money and live without interfer- 
ence. They tended to despise the drud- 
gery and poor ~ewards of the profes- 
sional administrator. Only recently has 
there been a tendency for the Chinese 
middle-class to feel that there should be 
a greater opportunity for use of their 
talents in the higher ranks of Govern- 
ment service. 


What is needed for the continued 
happiness and prosperity of the Chi- 
nese in Malaya is an educated Chinese 
middle-class with a sense of being 
“Malayan” without losing their Chi- 
nese cultural heritage. Only by the 
readiness of Malays, Indians and Chi- 
nese alike to work for the reality of 
a common citizenship, independent of 
race, can there be hope of peaceful and 
prosperous progress. For better or 
for worse, Malaya can no longer be 
regarded as purely a Malay country. 
The Chinese have made _ themselves 
predominant there in industry, com- 
merce, economics and politics. 
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FAR EASTERN ECONOMIC REVIEW 


MALAYA—A MARKET FOR FRESH FRUIT 


By L. F. Joubert, , 
Trade Commissioner for the Union of South Africa 
in the Far East, Singapore. 


Malaya is a tropical country enjoy- 
ing an abundance of rain and of sun- 
shine, and producing tropical fruits 
in profusion. Fruit features largely 
in the diet of all members of the com- 
munity, whether Western or Asian. 
The Western community consumes 
both imported and locally-grown fruit, 
but, where the latter is concerned, is 
disinclined to experiment, and confines 
its eating to the better known varie- 
ties such as bananas, pineapples, 
papaw, mangosteens and rambutans 
(‘hairy litchi’”). 

The Asian consumes all these varie- 
ties, plus many other purely tropical 


fruits. He eats fruit for pure enjoy- 
ment, and also because of special 
qualities associated (by tradition, re- 
figion or experience) with certain 


varieties as having tonic, medicinal or 
other values. Such fruits include the 
curian, chiku, oitter mango, and, 
amongst the imported fruits, the 
grape, which is regarded as the “per- 
fect” fruit. 


Ready Market for Imported Fruits. 


Imported fruits of all varieties find 


a ready market beside the locally- 
grown product. Most tropical fruits 
yield two crops per annum, but, in 


addition, Malaya imperts fresh fruit 
from both the northern (United States 
America, Canada and China) and the 
southern hemispheres (Australia and 
the Union of South Africa) so that the 
market is at no time completely with- 
out stocks of all varieties of tropical 


fruits and of imported summer and 
winter fruits. 
The Asians are the largest con- 


sumers of all fruits, whilst the Wes- 
tern element prefers imported fruit. 
The vresence in Malaya of increased 
garrisons and Service families means 
an increased consumption of imported 
fresh fruit, whilst increased earnings 
bave enabled the Asian worker to 


become a bigger purchaser of imported 
fruits. 


Preference for Good Quality Fruit. 


It should not be assumed from the 
foregoing that the Malayan market 
ts one on which poor quality fruit 
can readily be sold. On the contrary, 
whilst it may accept fruit of inferior 
quality until times become nearer 
normal, it has its likes and dislikes, 
its traditional prejudices, and a_ sur- 
prisingly rigid stancdlard of accept- 
ability, from which it has not in the 
past departed for lony. 


Consumer's Prejudice. 


The Asian consumer is in particular 
averse to buying small fruits. It is 
important to keep in mind _ that 
tropical fruit does not reach the mar- 
ket as the produce of organized fruit 
farming. Whilst there are a few 
holdings whose owners concentrate on 
fruit growing, trees in the main re- 
ceive scant attention, and the ripen- 


ing crop is usually sold to dealers. It 
follows that the Asian reaction to a 
small fruit is that it has been crushed 
during growth, has come from a 
stunted tree, or has grown in poor soil 
—in fact, that it is not to be bought 
whilst fruits of normal size is avail- 
able, since it is bound to be sour, 
thickskinned, and lacking in juice and 
flavour. 

This prejudice—well-founded in the 
case of tropical fruits—has persisted 
where imported fruits are concerned, 
and it cannot be tco strongly em- 
phasized that the Asian gets more en- 
joyment and satisfaction out of eating 
a slice cut from a large pineapple, or 
half a large apple or orange, than he 
does from eating a whole fruit of 
smaller size. When earnings are low, 
the daily-paid labourer does buy a 
slice of local or imported fruit and 
not a whole small fruit; when earnings 
are high, he buys the best—i.e., the 
largest—that he can afford. 

It would be possible to educate the 
Asian to the fact that in the case of 
imported fruit sweetness and juiciness 
Go not depend o2n size. (It may be 
noted that the minimum size _ in 
ecranges is now 252 ard not 216). But 
that involves a sustained publicity 
campaign by all suppliers, and _ the 
regular supply of smaller fruit instead 
of larger sizes. Not only must pre- 
judice be broker. down, but any such 
campaign will run the risk of failure 
whilst competitive interests continue 
tu supply fruit in the counts tradition- 
ally demanded. 

The Western community is not so 
prejudiced against small imported 
fruits, but it forms a very small 
section of Malaya’s six million people. 


Transportation and Handling of Im- 
ported Fruit. 


Up to 1942 it was exceptional for 
supplying countries to offer, or for 
Malaya to accept, imported fruit other 
then as refrigerated cargo. (An ex- 
zeption was Palestine, which offered 
citrus fruits as ventilated “between- 
deck” stowage, but this fruit did not 
seriously compete with that which ar- 


rived as. refrigerated cargo.). Refri- 
serated supplies were available 
throughout the year, from either 


America, Australia or South Africa. 

Ventilated “between-deck” stowage 
of fresh fruit from Australia and 
South Africa is a post-liberation deve- 
lopment, Thus far a considerable 
measure of success has attended ship- 
ments from Australia, although there 
have been disestrougs out-turns where 
wasty carriers have been supplied or 
the vessel delayed en route. 

There is, on the face of it, no reason 
why this method of shipment should 
not continue from Australia and from 
South Africa. Present success, how- 
ever, rests on the fact that absence of 
refrigerated accommodation forced a 
trial with ventilated shipments, and 
that importers and dealers have been 
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able to work on a sufficiently high 
margin of profit to be able to carry 
the bigger regular percentage of waste, 
and to risk occasional costly losses. 
Normally profit margins are small, 
and it would be too risky to venture 
on ventilated stowage unless freight 
rates for such cargo were substantially 
lower. If ventilated stowage is to 
continue against refrigerate cargo, it 
will have to meet the following re- 
quirements : — 
(a) Voyage of maximum of 16 days, 
preferably 12 to 13 days; 
(b) use of fans and starters; 
(c) stacking to ensure cross 
tilation; 
(d) freight rates sufficiently attrac- 
tive to enable importers to meet 
higher degree of wastage. 


ven- 


Forts of Discharge. 


Singopore was and isthe port of dis- 
charge for practically all fruit ship- 
ments, and Penang is the only port 
receiving direct shipments, with any 
regularity. Discharge is normally at 
wharfside, and only in exceptional 
cases into lighters in the “roads.” 

Upon arrival, fruit dealers take de- 
livery at the wharfside. Supplies for 
Singapore and southern Johore may 
be on sale the same day, whilst up- 
country supplies are rushed to their 
destinations by lorry and_ railway. 
(To-day the greater part of this traffic 
moves by road, because the Malayan 
Railway cannot yet offer pre-war 
facilities.) It will be appreciated that 
under conditions of tropical heat and 
humidity speed is essential to ensure 
that the fruit is sold as soon as pos- 
sible after it has been landed. 


Searcity of Cold Storage Facilities. 


Cold storage facilities, whilst im- 
proving, do not permit of fruit being 
withheld from the market for any 
length of time should cargoes arrive 
too closely after each other, and im- 
porters therefore aim at arrivals so 
timed that the market can absorb ship- 
ments as they appear, without violent 
fluctuations in price. It is only in the 
larger centres that there are cold 
storage facilities, or where dealers at- 
tempt to hold the hardier varieties 
in ventilated storage. 


Import Structure and Sales. 


With few exceptions, pre-war im- 
porters were European. They _ still 
predominate, but the nature of the 
business is such that the number of 
Chinese importers is likely to grow. 

The predominance of European im- 
porters was founded on their ability 
to finance the business. Orders are 
taken from: Chinese wholesale dealers, 
credits are established by the impor- 
ter, and (although not yet revived 
since Malaya’s liberation) up to sixty 
days’ credit is given to the dealers 
after arrival of the consignment. The 
importer made his profit by charging 
a commission on orders and by his 
subsequent finance charges. But only 
very few ‘importers—those with their 
own retail outlets—ever handle the 
fruit. 

Chinese interests may be expected 
to turn increasingly towards direct 


1948 FAR EASTERN ECONOMIC REVIEW 
import. They are safe where business cestors. When so used it must be 
is done against letter of credit, but it without blemish, and wrapped in 


is probably more desirable to deal 
with European importers where busi- 
ness is on a “payment against 
documents” basis on arrival of carry- 
ing vessel. Past experience has shown 
a tendency by unscrupulous dealers 
towards refusal to take up documents, 
and repudiation of consignments on 
flimsy excuses where fruit has arrived 
on a glutted market—the receiver re- 
lying on his distance from the supplier 
and on the fact that the fruit cannot 
be held for any length of iime with- 
out total loss, to secure concessions. 
The European importer, handling the 
same Chinese wholesaler on the spot, 
can obtain more satisfaction in such 
ceses. 

The main dealers sell to others who 
in turn supply retail shops, market 
stallholders and hawkers. They en- 
deavour to move the fruit to point of 
retail sale as quickly as possible, and 
to hold little or none in storage. 

Except for the very few European- 
owned and managed general shops, the 
retail fruit shop is no more than a 
small room, with a frontage of 10 to 
15 feet. There are no display win- 
dows; the fruit is exhibited in piles, 
or hing on strings in bunches from 
the ceiling. The shopkeeper is assist- 
ed by all the members of his family. 
These very small shop-units, which 
abound in every sector of every town 
and village, show the Chinese liking 
for independence, for whilst turnover 
is rapid, individual profits are slender, 
since bargaining between buyer and 
seller is common. Market stalls 
usually sell canned goods as well as 
fresh fruit, eggs and vegetables, and 
in the towns are more patronized by 
the European community. 

The hawker, with barrow or basket 
of fruit, is ubiquitous. Shops and 
stallholders sell fruit by weight 
or count, but. the hawker sells 
individual fruits or slices of fruit. 
He caters for the needs of the 
most poorly paid of the community, 
and reduces his units of _ sale 
to meet the customer’s purse. No- 
where but in the East can the sight 
be seen of the customer. buying a 
slice of pineapple or half an orange. 
(Though the present wage level does 
enable most customers to buy a whole 
fruit, sliced oranges and apples are 
still an everyday sight on the hawker’s 
barrow.) The trade estimates haw- 
kers’ sales in Singapore at 800 cases 
of citrus per day. 


Varieties of Imported Fruits 


Washington navel oranges are sup- 
plied by all exporting countries until 
Valencias becomes available, after 
which the latter only are despatched. 
Before the war the United States of 
America, Australia and South Africa 
supplied oranges as refrigerated cargo, 
and China and Palestine lower quality 
fruit as ventilated “between-deck” 
cargo. Not only is the orange popular 
with all classes of all communities as 
a fruit eaten out of hand, but it plays 
a special role in votive offerings in 
temples, in exorcisms of civil spirits, 
and in ceremonies in konour of an- 


strawberry-red paper. As a result, 
high-quality fruit was always offered 
in paper of that colour, although Aus- 
tralia, the largest supplier since the 
liberation, is still using white wrap- 
pers, and United States oranges are 
not now on the market. There is no 
doubt that red wrappers will again 
be used as soon as there is competi- 
tion between suppliers. 

Mandarin oranges enjoy a fair 
market among the well-to-do. They 
are wasty carriers, especially when 
imported as ‘“between-deck” cargo 
from China, and prices are correspon- 
dingly high. Much of the attraction 
of the fruit lies in the ease with which 
it can be peeled. Colour must be full 
and bold, skins thin and not loose. 

Grape-fruit enjoys a limited market 
among Europeans and comparatively 
few Asians. It has a competitor in 
the locally-grown pomelo (shaddock), 
which, however, has mucilaginous 
rather than juice-filled cells. 

Grapes.—Grapes make a strong ap- 
peal to all classes of the community. 
This fruit was supplied before the 
war by the United States of America, 
Australia and South Africa. The two 
first-mentioned favoured 30/32 Ib. 
chests, whilst the Union supplied its 
usual export trays. There was a 
market for both packings: Australia 
and America supplied Almerias, with- 
out pretending to match the Union’s 
quality of this type. Bunches’ were 
not trimmed for size or appearance; 
berries were not all full and varied 
considerably in size on any one bunch; 
snippets of two to six berries were 
commonly packed. ‘rhese _—- grapes, 
however, reached the greater majority 
of consumers, whereas the Union’s 
quality pack was bought only by the 
well-to-do European and Asian classes, 
since even where the seller was pre- 
pared to snip berries from a bunch 
to effect a sale, the price was appre- 
ciably higher than that of grapes from 
other countries, and the low-income 
purchaser contented himself with the 
lower-priced fruit. 

The foregoing is still true of Aus- 
tralian grapes which have been the 
only ones on the market since 
Malaya’s liberation. It remains to be 
seen whether first offerings of the 
Union’s quality grapes will reach a 
wider market than before. It is prob- 
able that they will, since earnings 
are much higher than tefore the war, 
but a still wider market is reached by 
the 30/32 lb. pack. 

Shattering is not so detrimental to 
sales in the low-price market, but the 
fruit must be sweet and berries must 
not be split. Bunches are displayed 
for sale hung by a string from, the 
ceiling, but fallen berries are gathered 
and are also sold, to the poorer cus- 
tomers, from below the counter. 

The Union’s quality pack is in a 
class by itself, and all varieties which 
do not shatter find a ready sale. 

Apples.—Green hardy varieties are 
preferred, and Granny Smiths find the 
greatest acceptance among. Asians. 
Red-skinned varieties have a _ very 
limited sale to individv7] Eurstve?ns, 
excepting today in, bulk to the Services 
by contract holders. 
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SOAP TRADE OF MALAYA 


During the first half of 1948, soap 
production in Singapore totalled 147,612 
hundredweight, and in the Malayan 
Federation, 75,063 hundredweight. In 
this same. period, the combined quan- 
tity of soap sold in these areas was 
127,577 hundredweight, and the stocks 
on hand at the end of June were 22,676 
hundredweight. 

Malayan imports in the first half of 
1948 totalled 23,477 hundredweight—all 
but a few hundredweight being from 
the United Kingdom. Toilet soap im- 
ports totalled 608,214 pounds, of which 
90 percent came from the United King- 
dom, and most of the remainder came 
from Canada, Australia, and the United 
States. ‘There were 222,207 pounds of 
other soap imported, all but a negligible 
quantity coming from the United King- 
dom. 

Exports of washing soap in the first 
half of 1948 amounted to 101,577 hun- 
dredweight, going primarily to Hong- 
kong, Sumatra, British countries in 
Asia, Iraq, Burma, and Arabia. Most 
of the toilet soaps exported in this 
period—17,121 pounds—went to Suma- 
tra. Other types exported totalled 
5,576 pounds of which 90 percent went 
to British Borneo, Sarawak, and Siam. 


Pears.—Hardy varieties only are 
wanted, of which Packham’s Triumph 
and Josephine are the most popular. 

Peaches.—This fruit finds a limited 
market among the well-to-do. They 
are necessarily shipped as refrigerat- 
ed. cargo; wastage in Malaya is high 
and storage facilities deficient. These 
factors limit the range of distribution 
and raise the price above what the 
ordinary consumer can afford. 

Plums. Hiardy carries are required, 
and of these Kelseys are preferred. 

The following is a statement of the 
months during which fresh fruit is 
normally imported into Malaya:-— 


AUSTRALIA 
Grapes ...... February/March to May. 
ALDples Fie ka February to December (ex Aus 
tralian cold storage). 
(Pegraueerrt: \eicers March to July/August. 
Plamas ences January/February to March. 
Oranges— 

Navels .... May to July. 

Valencias ., August to October/November 
(sometimes December ex cold 
storage). 

CANADA 
Apples ...... October to January (arrivals in 


Malaya December to March). 


UNITED STATES OF AMERICA 


Grapes ...... May to October (arrivals in 
June to December). 
Apples . May to October (arrivals in 


June to December). 
Oranges— 


Navels .... November to March. 

Valencias .. April to October (supplies ex 
U.S.A. cold storage during 
off-season). 

(From the official journal of the 


Department of Commerce ¢: Industries 
of the Union of South Africa “Com- 
merce & Industy’’). 
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EXCHANGE -& FINANCIAL MARKETS 


ABOLITION OF PRICE 


The National Government of China 
abolished on October 31 the price ceil- 
ings which were enforced, by a decree 
of President Chiang Kai-shek, as from 
August 19. All prices, retail and 
wholesale, salaries and wages, as were 
recorded on August 19, were then de- 
creed as “frozen” but the enforcement 
of the decree proved beyond the power 
of the Government who, after vain at- 
tempts at terrorisation of the mer- 
chants and the common people, finally 
corrected their erroneous’ policy and 
re-established free commodity markets. 
Still, efforts are being made to control 
prices of certain commodities but no- 
body entertains any doubt about the 
eventual failure of these official at- 
tempts. : 

The cost of living index which ruled 
previously the scale of salaries and 
Wages was suspended as from Aug. 19, 
also by Presidential mandate, as it was 
contended by the Nanking policy 
“makers that stable commodity prices 
will ensure stable living expenses; but 
the facts disproved these amateurish 
economic concepts and many strikes 
and employees’ demands made during 


the period of “frozen prices and 
wages”—lasting just slightly over 2 
months—were successful from_ the 


wage earners’ point of view with the 
Government always giving in to the 
requests and increasing the emolu- 
ments of strikers or those who threa- 
tened with a strike. As from Novem- 
ber the cost of living index has been 
re-introduced and will be compiled 
and published twice a month; salaries 
and wages which are now far behind 
the enormous rise in commodity prices 
are to be advanced in conformity 
with the higher index. 

The fiasco of the “Economic Reforra 
Measures” of August 19 has thus been 
officially admitted. At the same time 
the currency stabilisation and the in- 
troduction of the “gold” yuan have 
proved abortive efforts to return to 
conditions of economic normalcy while 
a civil war of increasing magnitude 
was raging. The popular attitude vis- 
a-vis the “Reform Measures” was one 
of disbelief and extreme scepticism; 
most economists regarded the terms of 
the general economic reform and the 
currency measures as preposterous but 
refrained from publicising their views 
as nobody wanted to make the posi- 
tion of Nanking still more precarious 
than it is in actuality. 

The devaluation of the “gold” yuan 
must follow now when the price ceil- 
ings have been abandoned. The first 
step has been taken when, on Novem- 
ber 1, the exchange rate for yuan/ 
Taiwan dollar was lowered from Tai- 
wan $1,835 to 1,000, and subsequently 
lower rates are established by the 
Bank of Taiwan. It is hardly con- 
ceivable that more conversions of for- 
eign currencies, gold and silver will 
take place at the unrealistic rates of 
Yuan 4 per US$, 200 per gold oz etc. 
when the black market offers 4 to 5 
times these conversion rates. While 


CEILINGS IN CHINA 

the conversion lasted—which was ac- 
companied by dire threats and exem- 
plary punishments meted out to 
several scapegoats—the Chinese Go- 
vernment “earned” a total of approx. 
US$ 140 million. 

The people who surrendered their 
savings, in the form of gold, silver 
ete., now openly accuse the Govern- 
ment of having perpeirated a huge 
fraud on them and demands are now 
heard that the Government, unable to 
hold prices and salaries down, return 
to the people their savings at the so- 
called conversion rates; many are 
willing to allow the Government a 
large “commission” in this foreign ex- 
change and bullion “deal” but the 
hopes of those who surrendered are 
certain to be disappointed as the Chi- 
nese authorities have already spent a 
considerable portion of these “earn- 
ings” and require the rest very urgent- 
ly. It is a matter of great popular 
anger that a simple Presidential man- 
date could outlaw the _ possession of 
gold, silver and foreign bank notes 
and demand from the holders, at the 
penalty of long imprisonments and 
even the death sentence, /thiat they 
surrender their savings to the Trea- 
sury against fiat money; the anger of 
the people ig growing now when it 
is realised that the new scrip of the 
Central Bank of China, although termed 
“gold yuan” without any justification 
whatsoever, now proves to be just as 
worthless as the former paper money 
(CNS or fa-pi). 


In Memoriam Wang Chun-cheh 


Mr Wang Chuh-cheh, a partner in a 
Shanghai trading firm of Ling Wang 
Co., Wag arrested last June on a 
charge of having engaged in black 
financial market transactions and 
brought subsequently before the 
Special Tribunal in Shanghai. He was 
sentenced to death. There was only 
a weak outcry among business men 
and .the public against this judicial 
atrocity. Mr Wang’s appeal failed 
and he was shot to death on Septem- 
ber 24. The pictures of his execution 
were widely circulated and had a ter- 
rifying effect on holders of gold, silver 
and foreign currencies. The Econo- 
mic Police and other Shanghai autho- 
rities did not tire to intimidate the 
population with the fate which Wang 
suffered “for black market dealings in 
foreign exchange.” 

September 24 was a day when ‘the 
most intensive campaign for ‘conver- 
sion” was unleashed and when the 
public was ordered, at the penalty of 
suffering death like Wang Chun-cheh 
(vide. drastic pictures) to surrender 
their gold, silver and foreign exchange 
holdings. The dead line was solemnly 
declared to be September 30 (later 
unceremoniously extended to October 
31, and for silver extended till Novem- 
ber 30). 


Mr Wang was a young, unmarried 
man; he was put to death in order to 
impress the «public with the deter- 
mination and ruthlessness of the 
Fconomic Supervisory authorities who 
were empowered to act not by a law 
passed by the Legislative Yuan but 
by emergency decrees of the President 
of the Republic. The success ,of this 
barbarous death sentence was over- 
whelming: the scared little investors 
surrendered their savings and the 
effect was even felt far away from 
Shanghai, the scene of Major General 
Chiang’s unrelenting terror; by air- 
mailing the disgusting photos of 
Wang’s judicial shooting to Canton and 
whipping up fear among the common 
people, the Cantonese hurried to the 
banks by the thousands and breathed 
again ag free men when at last they 
got for their gold and silver the pre- 
cious “gold’’ yuan scrip. 

When the history of the August 19 
Chinese currency reform is to be writ- 
ten the fate of Wang Chun-chen must 
not be forgotten; he died to swell the 
coffers of state holdings of bullion and 
foreign exchange. That so little -pro- 
test was heard abroad is another sad 
commentary on the state of moral de- 
eay of our society. 


Shanghai Merchants’ Vain Protests 


On November 2, the Shanghai Chi- 
nese Chamber of Commerce passed 
iwo significant resolutions :—tirstly. 
that Finance Minister Wang Yun-wu 
and Vice Minister of Finance Hsu Po- 
yuan be relieved of their posts and 
detained immediately in Nanking for 
punishment for their blunders; and 
secondly, that Chambers of Commerce 
at other cities be asked to send a joint 
petition to Government for the freeing 
of all merchants who were sentenced 
or detained for offences against the 
price limit decrees. 

‘Later, the Economic Supervisor, 
Chiang Ching-kuo issued a_ public 
apology to the people of Shanghai for 
having deepened their suffering with 
the economic control policy he was 
charged with enforcing, and he admit- 
ted his complete failure inspite of 
ruthlessness and terror. 


The Upshot of the “Conversion” in 
* Canton 


Since the conversion started and 
up to October 31 Canton banks took 
in:--HK$55,875;049; US$1,636,¢03; gold 
122,525 ounces, silver coins $577,020; 
ee bullion 688,775 ounces and Peso 

The last day, Oct. 31, showed the 
following results:—HK$89, silver coins 
$65, Peso 10 and, obviously from a 
facetious or sarcastic millionaire, just 
one USS. 

“frozen” and free market prices 
— in 


“gold” yuan -- 
Frozen free market 
price prices 
Aug.19 WNov.6 Nov.8 
Bread lb. 0.33 3.00 5.50 
Rice picul 23.00 500.00 900.00 
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CHINESE CURRENCY MARKETS 


The local market was visibly de- 
pressed after the stream of bad news 
from China showed no let-up. Every- 
body realises here that the position of 
the Kuomintang Government, headed 
by Generalissimo Chiang Kai-shek, is 
hopeless. The value of the new yuan 
currency is already only a small frac- 
tion of what it -.was decreed to be but 
its future is anticipated to be even 
worse than ‘the old currency. During 
last week the yuan rate here and 
abroad dropped by about 50% com- 
bared with the previous week’s prices. 
The following seven reasons were gen- 
erally given as the cause for the non- 
stop decline:— 

(1) Military set-backs;, lack of 
morale; heavy losses in men and equip- 
ment; large-scale defections. 

(2) Political feuds within the Nan- 
king authorities, among Provincial and 
Central authorities, disintegration of 
authority generally. 

(3) Election victory of the Demo- 
crats in America, with continued for- 
eign policy shaped by General Marshall 
who is known to understand tire cor- 
rupt, inefficient and militarily inept 
Nanking autnorities from his first-hand 
observations and thus extensive Am- 
erican help must be ruled out for some 
time to come. 

(4) Growing rivalries inside the 
Kuomintang which have already led to 
insubordinations and a_ loosening of 
Party discipline; the approaching ter- 
mination of Kuomintang “tutelage” is 
intensifying the competition among the 
principal and even the minor cliques in 
the Party which actually no longer 
aims at maintaining political control or 
extending such control over a new 
area, but, to all intents ‘and purposes, 
only represents a last but vicious fight 
for the remaining spoils. 

(5) Generalissimo Chiang’s onc2 
uncontested hold is weakening and the 
Liberal opposition has become so bald 
as to suggest that the Leader of the 
‘Chinese nation no longer can be re- 
‘garded as such but has been reduced 
tu the feudal overlord of a compara- 
tively small but nevertheless — still 
powerful military junta. The frequent 
demands made by Members of. the 
Legislative Yuan that the Generalis- 
simo leave the country and the violent 
denunciations of overseas Chinese lea- 
ders who even accuse him of having 
caused the collapse of the nation are 
sinister forebodings of a revolt. 

(6) Introduction of an “open ez- 
change market rate”-—-once again, with 
the first rate to he fixed according to 
the Shanghai black market levels (i.e. 
already conceding a depreciation of fix- 
ed yuan rate of some 85%). At the 
future ‘open market” of Shanghai part 
oj the compulsory conversion “earn- 
ings” of the Government will be used 
to contract the meanwhile heavily in- 
flated yuan note issue, i.e. selling back 
to the public what was originally taken 
from them, at a premium of 1,000% or 
even more. 

(7) Daily increasing note issue 
which already has far surpassed the 
ceiling of 2 billion yuan; rush orders 
placed with bank note printers in U.K. 
and U.S.; re-instatement of bank note 


presses in China for the production of 
more billions of the “gold” yuan scrio. 


It is interesting to note that local 
enquiries for the “Kong Pi,” the legal 
tender in Communist controlled North 
China, have increased. This money 
will soon appear in the local market 
and should enter into lively competi- 
tion with the “gold” yuan. 

Commercial interest rates in China 
soared to unprecedented levels; most 
banks no longer granted loans on a 
monthly basis but stipulated daily re 
payment. In Canton daily interest 
was 6%. Large commercial banks in 
Shanghai charged 12% per week. 

Domestic remittance rates were in a 
state of confusion; North China places 
suffered the heaviest discounts but 
Shanghai outward remittances to the 
south were also from 25 to 35% dis- 
counted. Discounts and premia changed 
from day to day not only from Province 
to Province but even within one Pro- 
vince. 

Hongkong unofficial rates last week 


were :— 
HK$ per Ten 
“Gold” yuan 
High Low 
notes, Spot ascmesd sete 4.75 3.00 
ie Shanghaiy ; swisres 3.55 2.00 
DD Gantonedc.scie ss 4.70 2.20 
Shanghai black market rates last 


week (in yuan):— 


High Low 
Gold persoz (407 5.5% 680 1,500 
US note ks 20h nae 144% 2845 
FIKGcnOte) |e ee 2.93 5.30 


US drafts and TT New York sold in 
Shanghai about 15 to 20% above the 
note rate. Black market activity was 
lively. The fear of the “tiger hunting” 
Major General Chiang Ching-kuo has 
largely gone. With commodities again 
free to skyrocket there is no justifica- 
tion of suppressing gold and foreign 
exchange rates. 

Canton sold HK notes at yuan 2.40 
to 4.50. ~ 

Turnover on the local native ex- 
change market:—TT Shanghai Yuan 
1,600,000, DD Canton 8,300,000, TT 
Swatow 2,670,000, TT Amoy 2,850,090. 
Yuan spot notes sold: 305,000. 

Large amounts of TT Shanghai were 
transacted between clients and _ these 
amounts were not recorded at the Ex- 
change or by financial brokers. 


2 se <6 
US DOLLAR MARKET 


The strength of sterling in unofficial 
markets the world over has become 
very pronounced last week after the 
American Elections turned in favour of 
the Democratic Party. But apart from 
events in the U.S. which all point in 
favour of continued American support 
for the economy of Western Europe 
the advance of British production and 
ever increasing export results have 
a very fortifying effect on the open 
market sterling quotations. 
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As British recovery progresses at 
even faster speed than optimists dared 
to articipate the demand for sterling 
increases everywhere. Already several 
countries whose currencies were only a 
few months ago termed “hard” have 
either turned into their opposite or 
are showing signs of softening up. It 
is not more than a year ago that the 
Turkish pound was regarded in London, 
next to the Belgian franc, ‘as the 
hardest currency in Europe; but last 
week the Turkish Government was 
constrained tc cease the issue of im- 
port licences: for British goods as their 
previous high balance in London had 
come down to under £ 2 million only. 
Even the Swedish crown is getting 
softer as import requirements in 
Sweden remain high while exports do 
not move in the commensurate volume; 
demand in Stockholm for British goods, 
as all over the world, is steady and still 
growing which facts indicate that be- 
fore long sterling will be a _ very 
hard currency for the Swedes. 

Unofficial cross rates moved up all 
over the international bourses; New 
York topped °2.92, Zurich over 2.90, 
Far Eastern markets around 3. 


Highest & lowest rates last week 
here were (in HK$ per US$ 100):— 
notes 5274%4—522%4; drafts 530—525'4; 
TT 533 — 529 (or US$ 18.76 to 18.90 
per HKS 100). 

Sales in the local native market:-- 
TT New York US$ 1,540,000; drafts 
593,000; notes 354,000. The largest TT 
sales were recorded on 3rd and 4th 
Nov. when US$ 400,000 and 360,000 
resp. were transacted. 

Chinese official agents discontinued 
placing orders here since a fortnight. 
Gold importers were more active as 
buyers and merchant demand was 
slightly improved over previous weeks. 
Chinese flight capital arrived here in 
larger amounts and part of it found 
cover in the US$ market. Many tran- 
sient flight capitalists, bound for the 
U.S., convert their yuan and HK$ 
into TT New York. On account of this 
buying the turnover was. considered 
satisfactory by native bankers. 


There were several larger TT New 
York offerings in the (market which 
could not be taken off as yet but inter- 
merchant exchange transactions, which 
are not recorded in the native market, 
were believed to have exceeded US$ 
1 million. (mostly export bills sold 
directly to importers or Chinese finan- 
ciers from Shanghai). 


Overseas Chinese remittances were 
more conspicuous and the inflow will 
soon increase as a result of the 
collapse of the Chinese currency and 
the reluctance of 'Chinese abroad to 
support the National Government at 
Nanking at the expense of their rela- 
tives and friends. Larger amounts 
have accumulated in Manila which may 
soon be sold in Hong Kong instead of 
in the black markets of Amoy and 
Shanghai. These accumulated funds 
are estimated to be around 4 tc 5& 
million Philippine pesos. 
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GOLD MARKETS 


China’s mounting confusion and in- 
security were anxiously discussed at 
the Exchange and the consensus of 
opinion was that the situation in China 
is beyond repair with no prospects for 
an improvement. Generalissimo Chiang 
calls for a fight to the bitter end, and 
the end is sure to be very bitter. The 
Chinese nation will not recover from 
the wounds of the civil war for a very 
long time. Compromise and concilia- 
tion do not ‘exist in the Nanking dic- 
tionary: the result of the Chinese 
tragedy will be endless |terror. 

Desperate emigrants arrived here in 
larger numbers and those with capital 
went into the gold market throwing 
their yuan to the winds. But few 
only were interested here to acquire 
funds in China where security of life 
and property does not exist. Seeing 
that China’s exports are stagnant it is 
a wonder that the yuan still quotes as 
high as last week; it is, however, taken 
for certain that the unofficial yuan 
rates will collapse in the near future 
as there appears to be no sense in 
accumulating funds in Shanghai, 
Canton or elsewhere in China. 

Gold importers were confident that, 
inspite of the chaos ‘and impoverish- 
ment in China, some sales to China 
will always be put 'through and that 
prices should remain on a high level 
compared to free market rates abroad. 
For the time being the trend points 
downwards. 

Highest & lowest rates for the week: 


HK$ 30914 — 304% per tael; cross 
rates US$ 48 — 47 per oz. 

Turnover: spot, inside Exchange: 
9,710 taels, spot, outside: 29,720. For- 
ward, on delivery and on margin 
clearing: ‘513,330 and 626,760  taels 
respectively. 


Trading Report for the Week:— 


Monday, Nov. 1:—Opening & closing 
rates $308—305%4. On _ the fictitious 
forward market the change over 
favoured the sellers at the interest rate 
of 6 H.K. cents per tael per day. 
Throughout the week the change over 
rate continued in favour of sellers. 

The Chinese Government ordered 
the cancellation of frozen prices. Rates 
moved up to 309%, highest of the 
week, but as holders of this precious 
me‘al in China would face heavy pun- 
ishment, exports to China were not 
hopeful and with further arrivals in 
Macao, rates reacted. 

Tuesday, Nov. 2:—Opening & clos- 
ing 30412—30634. Change over 4 cents. 
Continued easiness, the lowest of the 
week 304 touched, but with the news 
of gold transports restricted by the 
Swiss Govt. and the expectation that 
China may eventually readjust her 
official rates, market stimulated and 
turned steady. 

Wednesday, Nov. 3:—Opening and 
closing 30634—307%. Change over 9 
cents. With up and down factors in 
balance, the bulls expect more free 
black markets in China and hope for 
resignation of the “Czar.” The bears 
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see lower prices abroad and heavier 
interest here. Market ruled uncertain. 
Thursday, Nov. 4:—Opening & clos- 
ing 3054%4—306%. Change over 5 cents. 
President Truman re-elected, steadier 
sterling resulted; rates lowered. : 
Friday, Nov. 5:—Opening & closing 
305—3065g. Change over 7 cents. Ster- 
ling continued steady abroad but US$ 
rates here not affected, rates though 
showed sign of weakness but quiet. 
Saturday, Nov. 6:—Opening & clos- 
ing 30544—3045. Change over 5 cents. 
Unconfirmed report of 100,000 ounces 
obtained abroad at US$43 per ounce 
and U.S.$ T.T. rate dropped to 529, 
lowest of the week, rates continued to 
ease. In the unofficial afternoon mar- 
ket some small business done at 304%. 


Trading Position :— 


Total cash bars turned over during 
the week, officially 9,710 taels and un- 
officially 29,720 taels. Over 20,000 taels 
changed hands by interest hedging for- 
ward operators. Shanghai and Canton 
wealthy hoarders seemed satisfied at 
present or maybe they are absorbed to 
protect their lives; only a couple of 
thousand taels were bought by them. 
Some 13,000 taels exported and about 
3,000 taels for ornamental consump- 
tion; some people carried them in the 
form of rings and bangles to China, 


since foreign currencies were prohibit— 
ed to enter. 

Imports during the week from Macao 
increased to 32,000 taels. These showed 
that exports to Canton from Macao al- 
most stopped, and the stock there could 
cnly be reduced by exporting to Hong-- 
kong. 

Exports to Singapore 5,000 _ taels. 
Bangkok 4,000 taels, Calcutta 1,000 
taels, Rangoon 1,000 taels, Haiphong 
500 taels, Amoy 1,000 taels and Swatow 
500 taels. 


SILVER MARKET 


Local stocks further declined and 
imports were a trickle. Some ship- 
ments from Canton, Swatow and Macao 
were reported; in the previous week a 
few lots arrived here from Taiwan and 
Shanghai, 


New York and London turned easier 
with 7434 cents and 45% d. (spot & 
forward) being quoted. Hong Kong 
dealers bought at $4.02 to 4 per tael, 
$2.55/60 per dollar coin, and $2.02/2 
per 5 small (20 cents) coins. The troy 
ez equivalent was $ 3.28 to 3.39. 

Sales in the native market aggregated: 
51,000 taels, $ 20,000 and $ 74,000 
worth of respectively dollar and 20 
cents coins. 


HONGKONG EXCHANGE BANKS ASSOCIATION 


AGREED MERCHANT RATES 


MAXIMUM SELLING 


STERLING. 1/2 15/16 delivery within 1/3 1/3270 n. 
months with 1/3 1/16 O/D. 
a cut of 1/32 1/3 3/32 30d/s. 
for every fur- 1/3 1/8  60-90d/s. 
ther 3 months 1/3 5/32 120d/s. 
forward. 
—Do— 1/3 1/8 O/D if under L/Credit. 
(East & South 1/3 3/16 O/D with L/Credit 
Africa) 1/32nd up every 30d/s. ‘ 
—Do— 1/3 5/16 O/D if under L/Credit: 
(West Africa & 1/3 3/8 O/D with L/Credit. 
West Indies) 1/32nd up every 30d/s. 
RUPEES (India) 82 % 88 % aye 
84 O/D. 
84 %&% 7 & 30d/s. 
84 &% 60d/s. 
84 & 80d/s, 
All buying rates 
—Do— (Rangoon) 82 % 3/16th higher than India. 
84 & O/D if under L/Credit: 
—Do— (Aden) 82 % 84 % O/D without L/Credit.. 
84 & 30 & 60 d/s. 
STRAITS $ 52 % 53 % £4&.T. & O/D. 
53 4% 30 & 60 days 
US$ 24 15/16 delivery within 25 % T.T. 
CANADIAN $ 2 months with 25 5/16 O/D—80d/s. 
a cut of 1/16 25 3/8 60—90d/s. 
for every fur- 
ther 3 months 
forward, 
U.S.6 NOTES 25 % (Banks to pay Insur-- 
ance and Postage). 
AUSTRALIA, 1/6 % 1/6 % TT: 
1/6 15/16 O/D. 
NEW ZEALAND. 1/2 15/13 LAS ol Ger ts 


MINIMUM BUYING 


1/3, % OY/D: 
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PLATINUM MARKET 


Prices ruled nominal with little local 
and hardly any outport business re- 
ported. Japanese plates quoted at 
$ 530 per tael while London stamped 
sheets were on offer at $ 570 to 575. 
Shanghai stopped enquiries probably 
on account of the completely unsettled 
conditions in that city. 

Local banks are accepting platinum 
as security and grant loang at a high 
percentage of the market value, basing 
calculations on the prevailing prices in 
London and New York. 


BANK NOTE MARKETS 


Banque de J Indochine notes at 
present circulating in the local market 
are estimated at 25 million piastres; 
hoarders have largely given up their 
stock from which they once hoped to 
clear profits. About 2% years ago 100 
piastres sold ag high as HK$ 30 to 42 
but as from autumn 1946 the rate 
could no longer recover, settling for 
more than a year at around $ 11 to 
12. The latest decline in the open 
market value of piastre was caused 
by the devaluation of the Franc and 
although trade between Indochina and 
the Colony shows signs of further 
improvement there is no doubt that 
bearish factors are gaining in force. 


As long as the civil disturbances in 
Indochina continue and peaceful re- 
construction cannot be attempted all 
over the rich country the currency 
must suffer in relation to the exchange 
values of other Far Eastern moneys, 
and eventually the open market quota- 
tion is bound to drop over a period, 
irrespective of the official rate remain- 
ing unchanged or being again down- 
ward adjusted as has been the case 
already several times during 1947 and 
the current year. 

Last week’s turnover aggregated in 
the spot market, inside Exchange 
5,890,000, outside Exchange 5,330,000, 
and in the forward market 9,940,000 
piastres. 

Highest and lowest prices per 100 p. 
were $ 10.30 — $ 9.95. Haiphong 
quoted fer TT Hong Kong 10.52—10.63. 

Exports from Saigon were stronger 
than during last month on account of 
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the lower piastre excnange. While 
these inward shipments caused here 
more demand for Indochina notes the 
amounts of piastres brought here from 
China {obtained via Kunming) ex- 
ceeded the merchant requirements. 

& . * * 


Nica guilders ruled easy and the 
open market rate declined; highest & 
lowest rate $ 35.70 — 33.80. Java 
Bank guilders a few points lower still. 
Sales in the local market: 305,006 
guilders. 

Imports of Nica guilders were re- 
ported heavy. Recent Java arrivals 
also brought gold bullion into the 
Colony. 

* * + * 

Baht notes were quoted at $ 25.60 
to 25.70 but business ig small as there 
is no need to send notes in and out 
of Siam in view of the smooth opera- 
tion of a legalised free exchange mar- 
ket in Bangkok. 

* * e 

Philippine Peso notes were offered 
in larger quantities obviously from 
Manila Chinese sources. Rates were 
$ 2.53 to 2.54. With US$ the peso is 
now going into the hoards of many 
Chinese in Kwangtung and Southern 


Fukien. Its popularity has gained as 
it is no longer doubted that the 
US$/peso link will 'remain. 
* * 4 * 
Bank of England notes were in 


better demand as New York advanced 
the rate to 2.90. Incoming travellers 
sold 1 and also few 5 pound notes at 
$ 13.70 to 14. Some interest on the 
part of financiers was noticed as it 
appears that an improvement in -the 
unofficial New York/London rate is 
expected which should also firm up 
the open market rate for pound notes. 
Hong Kong always buys and sells 
pound notes cheaper than New York. 
s * * = 


Indian rupees were recently brought 
here for disposal by Pakistan mer- 
chants and their large offerings brought 
the rate down to $ 100 (per 100 rupees). 
Last week no offerings from that 
source were noticeable and therefore 
the rate came up to $ 112. There is 
a large demand in Karachi for American 
goods and also for gold which can 
only be obtained if rupees are ex- 
changed in a foreign market for US$. 
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Hong Kong has supplied both US$ and 
gold, the latter having been smuggled 
out of the Colony but the entry into 
Karachi seems to have been in order 
with the authorities there. 


Pakistan still uses Federal Reserve 
Bank of India notes but the new legal 
tender will soon be issued after having 
been printed in the U.K. The cur- 
rencies of India and Pakistan are to 
remain at par but with Karachi 
merchants being more active on over- 
seas open exchange markets it might 
happen that the Pakistan rupee will 
eventually quote at a discOunt against 
the Indian rupee. 

* * * * 

Business in the rupees of Burma and 
Ceylon is usually very quiet last week’s 
rates were respectively (per 100) HK$ 
101/102 and $ 105/106. 

* * » = 

Malayan $ rates ranged from $ 1.79 
to 1.82. Periodically Singapore mer- 
chants invade the local market where 
they sell large amounts of their cur- 
rency for the purpose of buying gold 
or USS. 


MEANS OF PAYMENT IN JAPAN 


The official (military conversion) 
exchange rates of the Nippon Ginko 
note (Bank of Japan yen) was fixed 
on July 5, 1948 at: 270 per US$, and 
1,080 per sterling (from previously 50 
and 200 yen respectively). 

Gold and silver prices, official, are 
as follows:— 326 yen per gram gold, 
6,325 yen per kilogram silver. (Official 
crossrate per -troy oz of gold is US$ 
37.56). 

A small black market in toreign 
currencies exists in a few cities, notably 
in Tokyo. The rate there is only some 
10% tc 20% higher than the official 
US$ quotation. Recently there has 
been a marked tendency towards 
equalisation of the black and the 
official exchange rates for US$. (Pound 
notes and TT London are hardly 
transacted). All authorised foreign 
banks in Japan sell yen against US$ 
at the official rate (270 ‘yen). 


HONGKONG UNOFFICIAL EXCHANGE RATES 


Gold 


(In .H.K. dollars) 


Per 10 Chinese Yuan U.S. Dollar 

per tael Silver Notes T.T. Shanghai T.T. Canton T.T. New York 
Nov. High Low per tael High Low High Low High Low Note Draft High Low 
1 sditoee 309% 304% 4.12 4.75 4.25 3.471% 3.45 3.92% 3.90 5.25 5.28 ae) 5.30 
> ee ee ee 307% 30414 4.00 4.62% 4.40 3.40 3.30 4.20 4.10 5.24 5.28 §.32 5.2915 
er. 308% 30534 4.06 4.67% 4.55 3.42% 3.40 4.20 4.10 5.25 5.29 5.32% 5.3114 
4 . 507 305% 4.02 4.45 3.92 3.55 3.45 4.70 4.45 5.27 5.29 5.33 5.31% 
De sci ite 306% 304%, 4.01 3.80 3.35 2.77% 2.50 3.40 2.65 5.25 5.29 5.3154 5.31 
Dirmesidsigh xs 30542 304% 4.00 3.30 3.00 2.50 2.00 2.60 2.20 5.24 5.27 5.31 5.29 
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Foreign business men, travellers and 
other visitors have to use the following 
means of payment:— 

(1) Foreign Trade Special 'Type Pay- 
ment Certificate. 


These certificates, in the form 
of bank notes, are sold by 
authorised foreign banks in 
Japan against US$ or sterling 
payments. They are issued in 
small and big denominations 
(cents and dollars, and £, s, d) 


for business men and other non- 
military foreign (visitors. For 
payment of hotel expenses (board 
and lodging), taxis, commodities 
for personal use ,(in designated 
retail shops) etc. these certificates 
have to he tendered. American 
business men obtain US$ certifi- 
cates, British and Commonwealth 
business men !(including non- 
British residents in Commonwealth 
and Empire countries) obtain 
sterling certificates. However, if 
British merchants stay in American 
provided hotels they have to use 
US$ certificates. The exchange 
rate is US$ 4 per pound sterling. 
(2) Military Payment Certificate 
These certificates are for exclusive 
use of the U.S. military establish- 
ment in Japan. Many non-military 
people also use them, however, for 
payment of such amenities which 
are largely provided for Occupation 
personnel (e.g.'American movies). 
(3) 


Special British Armed 


Forces 

These vouchers, resembling bank 
notes, are used by the British 
Commonwealth forces in Japan 
and they are not to be used by 
business people. 


Voucher, 


General Conditions in Japan 

On the whole, foreigners are not 
supposed to obtain and use yen but for 
people staying in Japan it is of course 
indispensable to buy Japanese currency 
notes. The foreign banks in Tokyo 
are therefore’ selling considerable 
amounts of yen against sterling and 
US$. The difference 'on the black 
market in favour of dollar and sterling 
sellers is not sufficiently attractive to 
divert much foreign exchange business 
to the unauthorised money dealers. 

While general cost of living in Japan 
is much cheaper .than in Hong Kong 
room and board charges are relatively 
high. Business men pay in foreign 
style Japanese hotels US$ 10 for room 
and meals per day. (US$ 10 ‘equal in 
Japan HK$ 40). 

Almost all foreign business men are 
praisiug the Japanese people highly 
for their industry and efficiency and 
nobody denies them their well-deserved 
admiration for the achievements of the 
last 3 years. : 

Life is orderly and peaceful, and 
progress is visible everywhere. The 
hard work and thriftiness of the people 
at large impresses foreign visitors. 


FAR EASTERN ECONOMIC REVIEW 


An important development has now 
clearly emerged: the friendship  be- 
tween the American and Japanese 
people, inaugurated by the wise policy 
of General MacArthur, is becoming a 
major political force; the sincerity of 
these mutual feelings is no longer 
doubted. 


SELLING RATES OF HONGKONG 
& SHANGHAI BANKING CORP. 


TT London per HK$ 1 1/2-27/32 
TT Australia oe 1 1/6-% 
TT N. Zealand ,,_,, 1 1/2-27/32 
TT Singapore per HK$ 100 52% 
TT India o wee eLOOINE236 
TT Canada <é a 100 24% 
TT New York , , 100 24% 
TT Manila - - 100 50% 
TT Switzerland , ,, 100 107 
TT France hae 1006: 560 
TT Saigon anes LOU nce. 
TT Bangkok ‘sol cos 
TT Batavia eT GD 
US cross rate in London, 4.0234- 
4.03%. 


THE FIASCO OF THE “GOLD” 
YUAN 


In the London publication “The New 
Statesman & Nation” a correspondent 
wrote from Shanghai on October 1 his 
views, which were rather generally 
shared by the foreign communities in 
Shanghai, about the introduction of the 
“gold” yuan and the terroristic mea- 
sures enforced by the authorities .in 
Shanghai to keep prices to an artificial- 
ly low level. 

Following is the report of the corres- 
pondent which sheds much light on tthe 
background of the so-called Chinese 
currency reform of August 19. 


* 


In Shanghai three months ago £25 in 
local currency (C.N.C.) weighed approx- 
mately 20 lb. Now the same amount 
weighs less than half an ounce. No 
longer do tailors make pockets extra 
large to hold the small change, no more 
do the Chinese clerks take their suit- 
cases with them on pay-day, or house- 
wives actually go to market with 
empty shopping bags. These are the 
outward signs of that queer modern 
economic phenomenon called currency 
reform. 

The Gold Yuan took China by sur- 


prise on the morning of the 19th 
August. There had been so many 
rumours of reform, and so many 
denials, that even the black market 


refused to take notice of im- 
pending events. The conversion rate 
of C.N.C. to G.Y. was fixed at 3 m.: 1. 
The exchange rate of G.Y. to the U.S. 
dollar was fixed at 4: 1. The resulting 
rate of C.N.C. 12 m.=$1 was consider- 
ably better than the black market rate. 
(For anyone ever caught in an inflation 
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this is a very important point to note. 
When the money is finally stabilised, it 
is always stabilised at a lower value 
than the lowest value of the previous 
currency. If you know when the cur- 
rency reform is to take place you can 
make a lot of money. Some people did 
very well, last August in Shanghai.) 

The backing of the new currency is 
provided by Chinese Government gold, 
silver, and U.S. dollar holdings and 
certain nationally owned industries 
whose shares have been placed on the 
open market. The new notes, printed 
in 1945 but never used owing to the 
inflation, were put into circulation at 
once. Up till now we are still using 
C.N.C. notes for small change and it 
takes quite a little arithmetic to figure 
out just how to give a peddy-cabby 15 
cents when: all you’ve got are a few 
five hundred thousand notes. But gra- 
dually new ten and twenty cent notes. 
are appearing and so also—wonder of 
wonders--are metal coins. The ten and 
twenty cent denominations are nickel. 
but the Government has promised to 
mint 50-cent pieces containing 80 per 
cent silver. Just watch those disappear. 

At the same time as the new money 
was issued, all prices and wages were 
frozen and now everything is under 
control. Or is it? Can the Gold Yuan 
hold itself at the 4: 1 level? Can 
prices be controlled? Nobody knows. 
Economically speaking the backing for 
new currency is sufficient. The budget 
of Kuomintang China could be balanc- 
ed if war expenditures were left out of 
consideration. But it cannot be left 
out; and, although the Americans are 
spending money hand over fist, nobody 
believes that they will ever bear the 
whole cost of the war. So the big ques- 
tion is: Just how long will the Gov- 
ernment be able to keep its itching 
fingers off the printing presses? And 
as there is little or no confidence in 
the Government, so there is little or no 
confidence in the new currency. Never- 
theless, within Shanghai itself. the 
Gold Yuan has held itself for over a 
month; prices are more or less steady. 
and people have been bringing out 
their hoarded gold and U.S. dollar 
notes for conversion by the banks into 
G.Y. 


The explanation is simple. The Gold 
Yuan is a reformed currency based on 
fear; and the man who inspires the 
fear is Major General Chiang Ching- 
kuo, the Generalissimo’s son, who--to 
the utter surprise of the Shanghai busi- 
ness community—-has been arresting 
leading business men and industrialists 
and has even shot one of them. He has 
also shaken the economic police and 
local garrison to such an extent that 
just for the moment they are working 
most conscientiously and have develop- 
ed a surprising resistance against bri- 
bery. In fact, Chiang Jr. has turned 
Shanghai into a fairly efficient police 
State; and, in doing so, he has been 
adopting some ‘of his avowed enemies’ 
policies, and enforcing something very 
near the Communist line. His appeals 
tc the workers and his talks of nation- 
alising have already started rumours 
about his willingness to parley with 
the Communists and perhaps to form a 
coalition with himself and Mao Tse- 
tung at the head. 
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These rumours are reinforced by the 
fact that he is Russian-trained, has a 
pie wife, and once, way back in 
traitor to Communism. Much more 
likely, Chiang Ching-kuo is trying to 
swing the two million Communists in 
Shanghai over to a new radical wing 
of the Kuomintang party. 
hard not to attribute ulterior motives 
tc his sudden emergence on the poli- 
tical scene; but, whatever they are, he 
deserves credit for the remarkable 
achievement of wiping out one of the 
biggest black markets. in the world in 
less than a month. Wiping it out in 
Shanghai, that is; and here we come 
te an important point. The currency 
reform and the freezing of prices are 
supposed to apply to the whole of 
China. In Shanghai they have been 
enforced, but the rest of the country is 
acting as if it had rever heard of Ma- 
jor General Chiang Ching-kuo. In Can- 
ton prices have risen by 75 per cent 
since August 19th, in Tientsin they are 
over 100 per cent up, and it is the same 
story in Chungking and Hankow and 
other places in the interior. The result 
is that Shanghai is almost dead on its 
feet. Imports have been cut entirely; 
luxury goods may not be sold in 
Shanghai shops from October Ist. 
Chiang Jr. is under the impression that 
local factories have enough raw mate- 
rial stocks to last them three months. 
Therefore essential imports are un- 
necessary as well. 


All that would be quite commend- 
able if exports were moving out of 
Shanghai. But because prices in the 
interior are 100 per cent higher, and. 
there is, as yet, no “black” exchange 
here to compensate for this increase, 
export, too, is quite impossible. So 
Shanghai, the city of plenty, is sudden- 
ly experiencing shortages. The  pea- 
sants are suspicious of the new cur- 
rency, and in any case the Shanghai 
merchant . cannot buy at the higher 
prices the countryside wants, because 
he has to sell at the controlled price in 
Shanghai. So there’s no pork, no chic- 
ken, and, worst of all, no gin—except 
by the backdoor on a dark night—at a 
price. How ‘ong are the people going 
to remain scared, and how long will 
the police be too afraid to accept a 
bribe? In Canton the G.Y. can be had 
at a 25 per cent discount; in Hongkong 
at a 50 per cent discount. In spite of 
the arrests and the special tribunals, it 
looks as if the Government had just 
knocked the noughts off in order to 
use up notes which had already been 
printed three years ago. Everyone 
knows that the really big fish (or 
“tigers” as the local spivs are called) 
are getting away with it again. 
If Mr. T. V. Soong and Mr. H.H. Kung 
would contribute to the Treasury, say, 
just a quarter of the money they have 
made in the last.three years, perhaps 
people would have a little more confi- 
dence in the ability of the Central 
Government to hold the Gold Yuan 
where it is at the moment. 


The currency reform could be a 
genuine effort to help China out of her 
economic mess. It could be the degin- 
ning of the death throes. (Police gov- 
ernment is almost inevitable in the last 
stages. of a lost war.). It could also be 


accused his father of being a- 


It is very: 
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HONGKONG STOCK & SHARE MARKET 


Quieter conditions prevailed during 


-the week, Nov. 1 to Nov. 5, with trad- 


ing subsiding to about half the volume 
recorded the previous week. Profit 
taking, which set in towards the close 
of the preceding period, contributed 
somewhat to the slowing up of trading. 
Nevertheless, a firm undertone was no- 
ticeable throughout the week. At the 
close the market was very steady with 
indications that most offerings by pro- 
fit takers had been absorbed. 

According to market reports the next 
company to announce a new issue will 
be HONGKONG & WHAMPOA DOCK 
Company. A higher dividend is also 
expected to be declared for account of 
the current year’s working. As a con- 
sequence increasing interest was evin- 
ced in these shares, which closed firm 
at $3144. Though the capital was rais- 
ed in 1947 to $10 millions, it is gener- 
ally conceded that it is now out of pro- 
portion to the business handled, which 
is estimated to exceed $30 millions this 
year. 

Rumours are again rife that still 
more companies will be increasing 
capitals within the next few months. 
A glance at the capital structures of 
most local companies will reveal their 
inadequacy to effectively undertake all 
business offering in their respective 
spheres. The practice of building up 
reserves and writing down values in 
these days of soaring replacement costs 
is deprecated as it is not the correct 
method of increasing financial  re- 
sources to meet the exigencies which 
have arisen. Such practice benefits 
posterity and deprives present inves- 
tors of a fair and just participation in 
the profits earned. : 

In face of the economic situation now 
obtaining which has no equal parallel 
in the history of the Colony, the present 
is perhaps the most opportune time for 
a general, practical and realistic revi- 
sion of capitals. In considering this step 
some companies are expected at the 
same time to review book value of as- 
sets, which stand at absurdly low 
levels, and bring them closer to present 
day values. The feeling is growing 
that even veteran, ultra-conservative 
“Die Eards” will concede that recon- 
struction of capital structure is a 
necessary corollary to the “March of 
Time.” Cogent evidence of the un- 
parallelled economic situation existing 
here is to be found in the official figures 
of the Note issue which climbed to an 
all-time high at. the end of June of $700 


an attempt to show the next President 
of the United States that at least “we 
have been trying, but we need much, 
much more money to succeed.” What- 
ever the motive, the combination of 
currency reform 'and Chiang Jr. bas 
succeeded in reducing Shanghai’s trade 
to a level as low as that obtaining dur- 
ing the latter part of the Japanese oc- 
cupation. The only. people sure of 
themselves and apparently confident 
of the’ future seem to be the Commun- 
ists. By their early start of the au- 
tumn offensive and the swift capture 
of Tsinan they have shown just ez- 
actly what they think of the survivel 
value of the Gold Yuan. 


millions, as against 200 millions pre- 
war. Those having the direction of 
local companies will do well to seize 
the opportunity which now knocks. No 
better opportunity has occurred of 
compensating the faithful investors, 
who have doggedly held their invest- 
ments in local companies in the firm 
and unshakeable belief in the growing 
prosperity of the Colony, for the lack 
of a fair yield during enemy occupa- 
tion. 

Now that the Berlin situation has 
lost its potency as a market factor, it 
is’ reasonable to assume that’ interest 
in the market will not only be main- 
tained but stimulated in the coming 
months by expectancy of favourable 
announcements and dividend declara- 
tions. It is not probable, therefere, 
that the present lull signifies consolida- 
tion preparatory to resumption of the 
rise which began so auspiciously on the 
20th October, and reversed the trend 
to an upward one in no uncertain man- 
ner. 

Total sales reported amounted to 
92,350 shares of an approximate value 
of $234 millions, a decline of $3% mil- 
lions compared with the previous week. 

The Felix Ellis price index based on 
the closing prices of twelve representa- 
tive active local stocks declined to 
140.88 but recovered slightly to 141.01 
at the close of trading for the week for 
a net loss of .44 compared with the 
close of the immediately preceding 
period. Day-by-day his averages were: 
Nov. 1, 141:74; Nov. 2, 141.37; Nov. 3. 
141.06, Nov. 4, 140.88; Nov. 5, 141.01. 

The High and Low for 1947 were 
155.82 and 123.88 respectively. The 
High for 1948 was 148.68 on February 
12, while the low was 136.70 on Octo- 
ber 19th. 


Business done. 


GOVT. LOANS: 3%% (1948) @ 100 
pius Int. 

BANKS: H-.K. Banks @ 1990, 2000, 
1995, 2000. : 

INSURANCE: Unions @ 760, 757%, 
755; China Underwriters @ 6. 

SHIPPING: U. Waterboats @ 3714. 

DOCKS & GODOWNS: H.K. Docks 
@ 30%, 29.75, 30, 30%, 30%, 30, 
30%, 3014, 31%, 31%, 31, 31%; China 
Providents @ 22.40; S’hai Docks @ 
2014, 20, 20%, 19%; HK. Mines @ 
2% cts. 

HOTELS & LANDS: H.K. Hotels @ 
15.30, 15%, 15.30, 14.80; Lands @ 75, 


74; S’hai Lands @ 6.70, 6.60, 6.40; 
Humphreys Rts. @ 7. 

UTILITIES: HK. Trams @ 21.60, 
21.40; 21; 2070, 20.80, 20.20; -Star 


Ferries @ 134, 135, 135%, 135; China 
Light Old @ 24.60, 24%, 24.40, 24.50, 
23.80, 23.70, 23%, 23.30, 2314, 23.80, 
23.70, 23% and New (F.Pd.) @ 23, 
23:30; corel Ure 3; 22100), coil Oppcever Peis 
Electrics @ 40%, 40, 39%, 3914, 39, 
3814, 3834, 39, 3914, 3834, 39. 

INDUSTRIALS: Cements @ 41%, 
41.80, 41.75, 41.50, 40%, 41, 41144; Ropes 
@ 20%; Watsons Old @ 59, 60, 61, 
6144, 62 and New @ 55, 56, 57%. 

STORES: China Emporium @ 9.60; 
China Entertainments @ 36. 

COTTONS: Ewos @ 19%, 20, 19%, 
1915, 19, 19.30, 19. 
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FIRST YEAR OF DIRECT TAXATION IN HONG KONG 
(APRIL 1947—MARCH 1948) 


ORIGIN OF THE INLAND REVENUE 

DEPARTMENT 
Taxation Committee: Inland Re- 
venue Bill 


In September, 1946, H.E. the Gover- 
nor appointed a Taxation Committee to 
advise on measures to increase the re- 
venue of the Colony. Amongst the 
terms of reference was a specific direc- 
tion to report on the question of the 
introduction of direct taxation in the 
Colony. In a unanimous report, the 
Committee recommended direct taxa- 
tion on lines similiar to the War Re- 
venue Ordinance, 1941, with such mo- 
difications as were necessary for a 
more permanent measure. As a result 
of their recommendations, Mr. Eric W. 
Pudney, Commissioner of Inland Re- 
venue, was sent to the United Kingdom 
to consult with the Colonial Office and 
the United Kingdom Inland Revenue 
Department. He returned with a draft 
Bill which receiyed the general ap- 
proval of the Taxation Committee. It 
was published for general information 
in March, 1947, and referred to a Com- 
mittee under the Chairmanship of the 
Hon. A. Morse, C.B.E., comprising re- 
presentatives of business, finance, law 
and Chartered Accountants and the 
commissioner. A number of amend- 
ments were agreed upon, all of which 
were accepted by Government, and the 
Bill, as amended, finally passed into 
law as the Inland Revenue Ordinance, 
No. 20 of 1947. 


Inland Revenue Ordinance, 1947 


When this Ordinance because law 
Girect taxation was imposed in Hong 
Kong for the first time as part of the 
Colony’s normal fiscal system. Pre- 
viously, in 1940 and 1941, a system of 
Girect taxation had been imposed, but 
such taxation was designed for war 
purposes only, and the revenue there- 
from was to be donated to the United 
Kingdom either in cash, ships or sup- 
plies. The Colony itself derived no 
Girect benefit from that taxation. 

In order to meet local peculiarities 
there was introduced by the Inland 
Revenue Ordinance, 1947 a system of 
taxation divided into four separate 
taxes charged wherever possible on the 
earning unit rather than on the indivi- 
cual, instead of a normal Income Tax, 
which is a single tax on the total in- 
come of every liable individual. 

This ‘division is into Property Tax. 
Salaries and Annuities Tax, Profits Tax 
(with its sub-divisions of Corporation 
Profits Tax and Business Profits Tax) 
and Interest Tax. It is of interest to 
recall that in the early stages of direct 
taxation in the United Kingdom in the 
early part of the nineteenth century, 
separate taxes of a nature very similar 
to these were imposed on incomes. It 
was not until much later that the 
separate taxes in the United Kingdom 
were merged into a_ single “Income 
Tax.” The Inland Revenue Ordinance, 
however, provides a compromise 
whereby a single tax similar to a nor- 


mal Income Tax is imposed where the 
taxpayer so desires. This is provided 
by a distinctive feature in the nature 
of optional personal assessment under 
which the separate incomes subject to 
one or more of these various separate 
taxes may be aggregated and assessed 
as one. An individual so electing to 
Personal Assessment acquires the right 
to various personal allowances and is 
given due credit for any tax already 
suffered by deduction or otherwise, un- 
der the various separate assessments. 
The standard rate of tax for 1947/ 
1948 was fixed at ten per cent. but 
this rate was not necessarily applied 
without modification, Property Tax, 
for instance, was chargeable at one- 
half the standard rate only, on the net 
rateable value after the deduction of 
an allowance for repairs and outgoings. 
This relief was to continue whilst rent 


restriction yemained in force in the 
Colony. Salaries and Annuities Tax 
was chargeable on a graduated scale, 


ranging from one-quarter of the stan- 
dard rate to twice the standard rate, 
on the chargeable income of an indivi- 
dual, i.e., his total income from salaries 
and annuities less certain: personal al- 
lowances. The full standard rate was 
charged on profits and on interest. In 
the event of a person electing to have 
his incomes aggregated and to be per- 
sonally assessed thereon, allowances 
similar to those under Salaries and 
Annuities Tax were granted and a 


similar graduated scale of rates was 
applied. 
Inland Revenue Department 

To carry out the provisions of the 
Inland Revenue Ordinance, 1947, the 


Inland Revenue Department, under the 
Commissioner of Inland Revenue, was 
set up with effect from Ist April, 1947. 
In fact, however, a great deal of pre- 
liminary work had been done between 
lst January and Ist April, 1947 in anti- 
cipation of the passing of the Bill. 

The organisation of the Department 
follows generally, the lines on which 
the War Taxation Department operat- 
ed, i.e., it is organised into two Units, 
each under the charge of an Assistant 
Commissioner, and a General Division 
under the supervision of an Assessor 
acting as Staff Officer. Each Unit is 
divided into sections under an Assessor 
with Assistant Assessors, Taxation 
Officers and clerks assisting as neces- 
sary. In Unit 1 (Profits Tax) the vari- 
ous sections deal with specific cate- 
gories of taxpayers, these categories 
being so arranged into groups that all 
the cases dealt with by any one section 
have, as far as possible, some features 
in common, In Unit 2, the sections 
are devoted to Personal Assessment, 
Salaries and Annuities Tax, Interest 
Tax and Property Tax. Also subject to 
the Assistant Commissioner, Unit 2, is 
the Collection Section, under the direct 
control of the Accountant dealing with 
the recording and collection of charges 
made and the general statistics of the 
Department. Each Unit has, in addi- 
tion, a general section dealing with its 
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internal organisation, correspondence, 
etc. The General Division also is 
divided in sections, the first of these 
handling the general correspondence of 
the Department, the second dealing 
with the collection of information as to 
known or potential taxpayers and the 
third division being responsible for de- 
partmental stores, equipment, etc. The 
officers in charge of the two Units and 
the General Division are directly res- 
ponsible to the Commissioner except in 
so far as assessments are concerned. 
Since the Commissioner is the first au- 
thority to which a dissatisfied taxpayer 
may appeal, it is necessary for Assis- 
tant Commissioners to act on their own 
responsibility where assessments are 
concerned. 


THE WORK OF THE YEAR 1947/48 


For rather more than the first. six 
months of the year ending March 31, 
1948, activities were almost. entirely 
confined to the opening up of the De- 
partment. This involved the collection 
of information as to probable taxpayers 
and the preparation and _ sorting of 
some 85,000 information cards. From 
this information some 40,000 files of 
various types were opened. 


Assessment files:— 


Profits: Vases . cnr’, «te 20,400 
Salaries & Annuities 

PLAS i eeketeesue meheeeenss<.e 400 
Interest Tax, Pro- 

DOLLY, LAX Wousac 2,200 
Personal Assessment 1,000 


Files not yet classified 6,000 38,000 

General Office and 
Collection’ Files 500 
38,500 


Property Tax 


The following were the net assess- 
ments to Property Tax:— 


Assess- Tar 
ments Charged 
Hong Kong 17,001 $1,541,951.26 
Kowloon & New 
Kowloon 12,557 765,132.21 
New Territories : — 
TainPo AE..en 249 2,134.77 
Ping Shan 154 1,588.22 
Tsun Wan 113 3,331.98 
30,074 $2,314,138.44 


Frofits Tax 


At 3lst March, 1948, there were in 
existence 20,422 open Profits Tax as- 
sessment files. In 2,723 of these cases 
no returns had yet been rendered in 
respect of 1947/48. It is certain that 
many of these cases of apparent de- 
fault are merely the result of duplica- 
tion of files due to differences in the 
translation of firm names. Such du- 
plications are continually coming to 
light. Others in this total who are not 
necessarily defaulters are some hun- 
dreds who have only recently been re- 
corded by the Department, over 2.000 
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new files having been opened in the 
last three months of the year. In at 


least 700 of these cases returns were 
not due to be received until after 31st 
March, 1948. It cannot be denied, how- 
ever, that cases of actual default have 
taken place, although default is by no 
means always deliberate: Proprietors 
of junks, for example, may not visit 
the Colony for long periods. Other 
cases are believed to be small busi- 
nesses which have closed down. 

In the remaining 17,699 cases returns 
have been rendered. The preliminary 
‘scrutiny of 9,250 of these returns had 
keen completed by 31st March, 1948, 
whilst 8,449 were still under correspon- 
dence. Of those scrutinised, 816 cases 
were found to be. definitely exempt, by 
reason of confirmed losses, non-trading, 
operation only outside the Colony or 
other causes, The remaining 8,434 were 
listed for more detailed examination 
and assessment in due course. The to- 
tal profits returned in these cases 
amounted to $196,196,982, made up as 
follows :— 


returns 
Corporations 730 $102,879,150 
Businesses ...... 7,704 93,317,832 
8,434 $196,196.982 

the average profits being: 
Corporations’ cac5 sa). seca $140,930 
BUSINESSES Mac orucrsia take Site is P23 
Of the cases listed for assessment 


946 cases were actually assessed. al- 
though in a number of cases assess- 
ment was provisional only and made at 
the request of taxpayers who were an- 
xious to discharge their liability as 
soon as_ possible. Included in this 
total are a number of instances in 
which the profits were transferred to 
Personal Assessment and no tax actu- 


ally charged. Assessments were as 
follows : — 

assessments 
Corporationss & nr-y.jase% 204 $ 70,891,408 
Businesses ....... 742 54,924,454 


946 $125,815,862 


The tax charged on these assess- 
ments totalled $12,417,166. The aver- 
age profits, as finally assessed, were: — 
Corporations $347,507 
Businesses 74,022 


These averages should be compared 
with the averages as returned, although 
it must be pointed out that the actual 
assessments, especially of corporations, 
include an undue proportion of large 
units. Even allowing for this  consi- 
deration, however, the increase in the 
profits after examination and assess- 
ment is striking. Taxpayers have yet 
to learn that many items of expendi- 
ture, such as capital expenditure, pri- 
vate living expenses, and interest on 
capital are not allowable deductions. 


Salaries and Annuities Tax 


The first step in the assessment to 
Salaries and Annuities Tax is to obtain 
information from employers as to prob- 
able taxpayers: 1,705 Employers’ files 


(“E.R.” files) were opened at 31st 
March, 1948, and 1,579 returns had 
been received, From the information 
thus supplied, 6,718 personal files for 
assessment to Salaries and Annuities 
Tax had been opened and 6,020 indivi- 
dual return forms sent out. 5,441 re- 
turns were received back in the De- 
partment from the persons concerned 
and, of these, 4,091 were dealt with 
during the year. 2,886 were found to 
be exempt by reason of allowances, 
and assessments to tax totalling $918,- 
538.79 were made in the remaining 
1,205 cases. 1,350 returns thus remain- 
ed to be dealt with at 31st March, 
1948, and 579 returns had not yet been 
received back in the Department. 


Personal Assessment 


974 personal assessment files were 
opened and 22 return forms issued. Of 
these 133 had been received back leav- 
ing 89 still outstanding. In 12 cases 
liability to tax amounting in all to 
$19,669.46 emerged. In 6 cases there 
was no liability. The remaining 115 
cases were awaiting assessment or 
were still under correspondence. Per- 
sonal Assessment was handled by the 
section dealing with Salaries and An- 
nuities Tax. It will have to be handled 
by a separate section as and when this 
type of assessment grows in popularity. 


Interest Tax 


The Interest Tax, has, in some res- 
pects, proved the most difficult to ad- 
minister, since it is due to be paid in 
the first instance by a large number of 
borrowers, many of whom are illiterate 
and completely ignorant of the law. 
But as the details of 3,660 mortgages 
or other charges likely to come within 
the scope of Chapter V of the Ordin- 
ance were gradually extracted from 
various sources, with the co-operation 
of the Treasury and the Land Office, 
and recorded, it proved possible to 
trace those who were liable to deduct 
tax and a steadily rising revenue was 
secured. Considerable assistance was 
afforded by arrangements whereby 
various legal representatives and ac- 
countants who act on behalf of groups 
of mortgagees pay over their Interest 
Tax quarterly instead of by separate 
payments from time to time on behalf 
of each individual. 

During the year, 2,206 demands were 
issued to a total of $381,307.01. 


TAX COLLECTION 


A net total of $14,134,951.06, 
collected during the year. 

Of the $2,314,138.44 of Property Tax 
assessed a total of $2,312,209.20 was 
collected during the year leaving 
$1,929.24 outstanding at 3lst March, 
1948. 

The net collection of Profits Tax dur- 
ing the year was $10,712,047.27. 

‘The net collection of Salaries and 
Annuities Tax during the year was 
$728,061.66. 

Of the tax assessed under Personal 
Assessment ($19,669.46) the sum of 
$14,345.16 was collected during the 
year, leaving $5,324.30 outstanding at 
31st March, 1948: 

The net collection of Interest Tax 
during the year was $374,389.06. 


was 
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THE HONGKONG SAND 
MONOPOLY 


The Sand Monopoly of Hongkong 
operates under the Sand Ordinance, 
No. 50 of 1935 and the Sand Amend- 
mént Ordinance, No. 12 of 1938, the 
objects of which are:—(a) to preserve 
the sand beaches of the Colony. (b) to 
prevent the theft of sand from land, 
foreshore or sea bed not under Jease 
from the Crown. (c) to control the im- 
portation and (d) to regulate the re- 
moval of sand by junk, lighter, truck 
or lorry, 

’Prior to the introduction of the Sand 
Monopoly, it was the practice to issue 
permits for the removal of sand at a 
cost of $2 to 10 and for this sum the 
permittee could, within a stipulated 
period, remove as much sand from a 
beach as he so wished. The revenue 
obtained in a year for sand permits 
averaged about $2,000. Beaches were 
spoiled and compensation had _ fre- 
quently to be paid for damage caused 
to paddy and vegetable crops by 
sea water. 

A scheme to regulate the sales and 
removal of sand from beaches was 
prepared by the Superintendent, Ac- 
counts and Stores (now Controller of 
Stores) whose recommendations were 
accepted by Government and thus was 
born the Sand Monopoly. 


Operation of Monopoly 


The collection of sand from beaches 
is made by junks and lorries, tenders 
having previously been invited for 
this service for a given period. The 
successful tenderer undertakes to col- 
lect sand from specified beaches and 
deliver to storage and distribution de- 
pots in Hongkong and Kowloon at a 
contract rate per cubic yard. The 
sand having been delivered by the 
Contractor, it is then sold by Govern- 
ment on demand at a fixed rate per 
cubie yard. 

Sand is also collected from nullahs 
and stream courses where suitable de- 
posits from this source can be obtained. 

Depots for the sale of sand are 
maintained on the Island at North 
Point and at Hung Hom in Kowloon. 

There was a gradual increase in 
sales throughout the fiscal year 1947/48 
from approximately 5,000 yards 
to 20,000 yards per month due partly 
to the vigorous activities of the Sand 
Monopoly Inspector who made no 
fewer than 63 arrests during the year 
for illegal removal of sand and partly 
due to increased building works 
in the Colony. 


The allocation of a specific beach 
over a period of time for the collection 
of sand and the restriction of direct 
deliveries to approved purchasers, to- 
gether with a daily check on _ the 
movement of sand-carrying junks, have 
proved effective in stamping out 
smuggling and other illicit practices. 


The rate charged for sand during 
the financial year 1947/48 was $9 per 
cubic yard ex depots and $10 per 
cubie yard for direct delivery on the 
authorisation of the Controller of 
Stores, to specified sites on the water- 
front. 
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RATEABLE VALUE OF BUILDINGS IN HONGKONG 


As a result of the official revaluation 
of buildings in the Colony, the total 
Rateable Value of the Island of Hong 
Kong, Kowloon and New Kowloon on 
the ist April, 1948 was $79,206,880 
compared with $52,089,369 on 1st April, 
1947, an increase of $27,117,511 or 
52.06%. This increase is due in part to 
the provisions of the Landlord and 


Tenant Ordinance, 1947, and to the 
large amount of rehabilitation and new 
building carried out during the period 
under review. 


The following table shows the distri- 
bution of the rateable value in the re- 
valuation made for lst April, 1948, as 
compared with lst April, 1947. 


Valuation 
District. Ist April, 
1947.. 

City sot Mictoria™ fr 00s. nm 4 31,684,392 
Rest of island ay sate. n ees: ace 4,411,722 
IOWJOON teres on eet ga ce ce 11,808,229 
News Kowloon more: cause oe 4,184,526 
Total 52,089,369 


Valuation 
Ist April, Increase Percentage 
1948 Increase 

44,868,932 13,184,040 41.609% 
6,934,003 2,522,281 57.172% 

20,640,106 8,831,877 74.794% 
6,763,839 2,579,313 61.639% 

79,206,880 QT LET SVL 52.059 % 


TOBACCO & LIQUOR STATISTICS 


HONGKONG IMPORTS OF 
TOBACCO 
From 1st aaa Pt 30th September, 
1 2 


; lbs. 
EOD ACCOM raids wtacteine (veep anacs 4,276,886 
GCigarsr et cc .cou masa tee chen 11,372 
Cigarettes craw... soa 3,867,905 
Tobacco, foreign .......... 40,147 
Tobacco, Native .......... 9,872 

CONSUMPTION OF TOBACCO IN 
HONGKONG 

From Ist January to 30th September, 

1948. 
ibs. 

Cigarettesa wacms:bi0. cs 2,473,085 

Cigars ean eee ee 9,340 

European Smoking Tobacco 51,271 

Raw Tobacco (Empire) .. 225,947 

Raw Tobacco (Non-Empire) 659,229 

Chinese Prepared Tobacco 1,954 

Clean Peat ernie ata 65,366 
Sn ih ee a ease kad 

3,486,195 


Total Amount of Duty 
Collected . $12,191,274. 


The revenue after deduction of 
salaries of staff and all operationai 
charges for the’ year 1947/48 was 


$373,482. 

The re-introduction of the Monopoly 
after the re-occupation of the Colony 
on 5th May, 1947, has been a contribu- 
tion to the lowering of building costs. 

Statement of quantities of sand 
collected and sold during 1947/48 is 


as follows:— 
Cubic Yards 

Collection from 

beaches, “S25 bn. 97,6771 
Collection from 

streamcourses 1,455 
Collection from 

mullahs ss. ce 
Confiscation 
Surplus stocks 


116,08914 cu. yards, 
which were sold to the Public and 
issued to Government Services. 


CONSUMPTION OF LIQUOR IN 
HONGKONG 


From Ist January to 30th September, 
8. 


European Type Liquors 


Local Pro- 

Imported duction 

No. of No. of 

Type of Liquors. gallons. gallons, 
Teiquetirm enn sen: 3,540 
Champagne ..... W573 
Sparkling Wine .. 146 
Brandy Seeeen..- 29,795 
Whisky 35.00: 3. 45,735 

Gin seen ee 19,530 303 

Rumasne ethan 1,822 1,188 
Portas maciei maha 18,070 
SHELrER Sas eee 2,667 
Vermouth? iaec.- 1,513 
Stil Wine wr. een 7,083 
Bittersmiaeee cack < 260 
Ciderseet- yuo 356 

Beer & Stout ... 500,751 146,291 

Spirit of Wine ... — L213 

Totals, ae-oe 632,841 148,994 


Chinese Type Liquor 


PO Wan NSJObe UP Mle Gee 32,001 442,952 
Over 25% Spirit . 28,916 17,387 
POtal see ere nits 60,917 460,339 


HONGKONG REGISTERED COM- 
PANIES 


The Registrar of Companies reports 
that 283 Hong Kong companies (in- 
cluding China Companies registered in 
Hong Kong under Proclamation 27 
Emergency Registration of China Com- 
panies) and 61 Foreign corporations 
were registered during the year end- 
ing March 31, 1948, the total number 
of Hong Kong companies being 1,899. 
and foreign corporations 445 at the 
end of the year. 28 companies were in 
process of liquidation. 
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HONGKONG IMPORTS 
AND EXPORTS OF 
GROUNDNUTS AND 

GROUNDNUT OIL 


GROUNDNUT KERNELS 


1938 1947 1948 
(Jan.- 
Sept.) 
Piculs Piculs Piculs 
Total Imports 872,201 72,006 19,620 
» Exports 618,952 13,441 126,890 
Principal Sources: 
Malaya : 5,841 3,794 783 
North China 850,552 24,034 890. 
South China — 5,917 75 
Macao™ 2 —_— 9,697 132,871 
1 i ea 14,250 180 — 
Siamicos..a2- c= 27,882 4,001 
Principal Destinations: 
Malaya 15,357 137 70 
British 

Empire, 

Cther ... 28 = =1,123 168 
South China 511,746 — —_— 
Halyae. ee — 10,164 1 
Japany «ce _— — 125.582 
Macao 83,612 1,517 342 
Philippines 2577 267 541 
Siam e:05% 2,903 — — 

GROUNDNUTS (in Shell) 
Total Imports 30,255 10,386 202,989 
f Exports 67,568 984 21,935 
Principal Sources: 
Malaya .. 721 3,280 6,823 
North china 19,508 497 — 
Middle China 3,451 123 —_ 
South China 737 237 a 
ELE) 5,640 — -- 
Macao .... —_ 723 130,791 
Siam. “5.25. — 5,544 63.957 
Principal Destinations: 
Central 

America 2,649 13 _ 
South China 56,267 — —_— 
Japan .... — 20 20,400 
Macao 5,147 919 488 
Philippines 28 15 1,016 

GROUNDNUT OIL 
Total Imports 287,464 32,566 20,362 
Fe Exports 167,941 25,152 10,941 
Principal Sources: 
Indial vei — 3,780 4,962 
Malaya 1,070 135 3,380 
North China 198,189 2,321 _ 
Middle China 554 6,590 — 
South China 44,381 734 — 
Macao 743 8,962 6,655 
Nib 48 42,261 — —_ 
Sidm iss — 9,993 5,365 
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FOR HONGKONG 


RICE RECEIVED UNDER ALLOCATION FROM BANGKOK, RANGOON, 
SAIGON AND EGYPT, 1945-48 
(In metric tons) 


Period Bangkok Rangoon Saigon Egypt Total 

8rd Quarter, 1945 ..... —- 6,233.57 —— = 6,233.57 
4th ” Sst macicletere 14,803.93 —_ — 237.73 15,641.66 

14,803.93 6,233.57 —_ 837.73 21,875.23 
lst Quarter, 1946 ..... 22,540.25 2,284.82 — —— 24,825.07 
2nd ets Fe Solos 12,282.04 _—_ —_—_ —— 12,282.04 
3rd e ae aes 13,219.59 2,339.66 — —— 1:5,559:25 
4th ” ae gc 22,851.19 3,568.74 ——. —— 26,419.93 

70,893.07 8,193.22 — — 79,086.29 
lst Quarter, 1947 ..... 12,457.99 2,029.49 —— 4,646.01 19,193.49 
2nd s ee date 5,344.42 14,691.79 — — 20,036.12 
3rd 5 hae rie 4,922.71 12,090.95 5,521.78 —— 22,535.44 
4th He ae Ualecte 2 12,131-13 4,112.31 3,347.92 —— 19,591.36 

34,856.25 32,929.45 8,869.70 4,646.01 81,296.41 
lst Quarter, 1948 ..... 35,060.38 16,433.28 4,101.54 — 55.595.20 
2nd rf oP eee 12,397.83 13,345.56 as —— 25,743.39 
Src. po Ph SPR 4,036.28 3,264.27 6,170.28 —— 13,470.83 

51,494.49 33,043.11 10,271.82 —— 94,809.42 


Rice imports for rationing purpose 
during the first nine months of 1948 
have been in excess of local require- 
ments and surpassed total imports of 
allocated rice for the year 1946 and for 
i947. Most imports this year arrived 
during the first 3 months while during 
the months of July to September only 
small deliveries were made. 

Total arrivals of allocated rice this 
year, as at September 30, aggregated 
94,809 metric tons (nett weight, land- 
ed). Compared with total deliveries 
for 1946 the current years’ nine months’ 
figure is 19.88% higher, and against 
total 1947 unloadings the figure of this 
year is 16.62% higher. 

Most rice shipped here under inter- 
national allocation for rationing to the 
Colony’s registered residents entitled to 
obtain a quota at Government fixed 
price came from Siam. Burma and 
Indochina rice came second and third 
while no Egyptian rice was unloaded 
here since the first quarter of 1947. 

In percentages, the rice shipments for 
January/September 1948 amounted to: 
54.31% from Siam; 34,85% from Burma; 
and 10.84% from Indochina. 

TEA TAV OE ESE ENDNOTE ES TET LO 


Principal Destinations: 


British North 

Borneo 3,442 19 — 
Canada 3,104 67 —_— 
Malaya 57,357 690 418 
South Africa 2 5,115. -- 
Brifish 

Empire, 

Other ... 1,22" 208 — 
Belgium .. — 900 =: 110,523 
South China 37,051 _ — 
Macao .... 36,909 268 — 
Netherlands — 17,230 — 

5 OR Fee oe 3,635 1 —_— 
Philippines 3,011 246 — 
Sian os. 10,675 — a 
U.S.A. 9,134 251 —_— 


Hongkong Exports 
to the U.S.A. 


Essential Oils, Herbs, Drugs 


Declared exports of gum _ benzoin 
from Hongkong to the United States 
during the first 7 months of 1948 totaled 
2.003 pounds, valued at US$3,861. 

In the period under review, declared 
exports of musk to the United States 
amounted to 81 pounds, valued at 
$11,162. 

Exports of most drugs, herbs, leaves, 
and roots from Hongkong to the United 
States during the first 7 months of 1948 
increased in quantity and value over 
those for the comparable months of 
1947. Such exports (declared) from 
January to July 1948 included the fol- 
lowing items (figures for corresponding 
period of 1947 in parentheses): 

Psyllium husks, 166,995 pounds, 
valued at US$10,170, (0); senna, 53,760 
pounds, US$9,873 (100,800 pounds, US$ 
22,925); ginseng, 18 pounds, US$2,765 
(12 pounds, US$1,301); rhubarb, 10,080 
pounds, US$3,098 (8,720 pounds, US$6,- 
321); sandalwood, 168 pounds, US$314 
(20 pounds, US$127); galangal root, 
88,629 pounds, US$2,382 (4,400 pounds, 
US$630) and menthol, 3,295 pounds, 
US$37,011 (3,300 pounds, US$23,625). 

Declared exports from liongkong to 
the United States in the month of July 
1948 included 8,400 pounds of cassia Oil 
valued at US$12,031. and 944 pounds of 
ho oil valued at $1,072. 


Furs, Skins, Feathers 


Declared exports from Hongkong to 
the United States in the first 7 months 
of 1948 included 22,410 pounds of kolin- 
sky fur, 2,143 pounds of weasel, 9,587 
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pounds of rabbit, and 2,426,783 pounds 
of feathers. < 

Declared exports from Hongkong to 
the United States in the first 7 months 
of 1948 included 277,243 pounds of 
buffalo hides, 138,311 pounds of goat- 
skins, 146,562 pounds of deerskins, and 
481,600 pounds of gallnuts. 


Textiles, Fabrics 


Declared exports from Hongkong to 
the United States in the first 7 months 
of 1948 included 27,718 pounds of cash- 
mere wool, 208 pounds of wool embroi- 
deries, 10,701 pounds of oriental wool 
carpets, 13,130 pounds of vegetable-. 
fiber rugs, 1,333 pounds of horse-tail 
hair, 667 pounds of goat’s hair, 1,450 
pounds of yak hair, 3,471. pounds of hair 
nets and nettings, 241,777 pounds of 
silk waste, 8,488 pounds of silk fabrics, 
521 pounds of silk laces, 3,446 pounds 
of silk embroideries, 62 pounds of or- 
gandy doilies, 13,641 pounds of cotton 
laces, 68,362 pounds of cotton embroi- 
deries, 433 pounds of linen fabrics, 9,257 
pounds of hemp fabrics, 5,751 pounds 
of [ramie fabrics, 119,773 pounds of 
linen embroideries, 18 pounds of linen 
laces, 77,761 pounds of kapok, and 4,269 
pounds of coir yarn, 


SHIPMENTS OF TIBETAN WOOL 


Shipments of Tibetan raw wool from 
Calcutta to the United States amounted 
to 3,858,599 pounds during the period 
December 1947 through July 1948, as 
compared with 2,474,971 pounds in the 
corresponding period of 1946-47. Dur- 
ing May, June, and July, 1948, 1,835,739 
pounds of white and coloured wool 
were exported to the United States. 

Shipments of wool to the United 
Kingdom in the period December 1947 
through June 1948 were 1,339,893 
pounds. 


EXPORT SURPLUS OF SIAM 


_ Customs returns for the Port of 
Bangkok for the first 5 months of 1948 
show exports valued at 735,446,586 baht 
and imports valued at 533,723,660 baht, 
or a favourable trade balance of 201,722,- 
926 baht. Returns from the Provincial 
ports for the same period are not yet 
available, but inasmuch as these re- 
turns generally show an export surplus, 
it is expected, that the current favour- 
able balance of trade will be augmented 
when ali returns are tabulated. 


EXPORTS FROM TSINGTAO 


In the period January 1, 1948, to July 
31, 1948, declared exports of linen 
handkerchiefs from Tsingtao to. the 
United States totalled 170 dozen; and 
exports of hair nets made of human 
hair, 205,181 gross. 
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HONGKONG SEIZURES OF GOLD, OPIUM AND UNMANIFESTED CARGO 


From ist January to 30th September, 1948. 


SEIZURES OF DANGEROUS DRUGS 


Prepared Opium Raw Opium vores Dross sleet pa detpagles Ss? one Pills 
: No. of No. 0 ‘. ‘ 
Month phe Taels cases Taels cases Taels cases Pills cases Pills 
— —_ 5 2372 _ _— 
JECVEVRY  gadsacoce 35 22.26 16 298.50 is ak 
Pesrary, & daets siete 43 44.01 18 404.40 —_ — ; Tae 2 735 
INET ath Saonoiod ecaoc 59 74.25 56 1,429.20 2 1.25 re 6.354 
IA Dri irene eres 59 40.65 43 638.90 1 8.00 = = ase 
INAV oy. ort. hens oe 53 53.82 49 1,346.75 2 7.00 = — : ae 
URE Gera ake crore «hs 104 47.235 38 953.00 3 25.50 == = 3 3°80 
Julyae ene: Me cner 117 57.075 29 553.50 6 43.00 = — 5199 
ANA SUSt au mrtere iets certs 78 26.08 15 321.20 10 14.50 _ — 9 ere 
September ...... 116 42.40 23 340.50 6 10.50 — = 5 . 
OU soc eregi 664 407.78 287 6,285.95 30 109.75 11 4835 42 27,571 
SEIZURES OF GOLD 
From 1st January to 20th September, 1948. 
Description January Feb. March April May June July August Sept. TOTAL 
LAC Sin “pcanciie Man etnies Paes 872.86 127.16 415.24 453.31 1,009.13 519.46 67.61 772.04 38.73 4,275.54 tls. 
Gad COINS tran crake — 49 pes — — — — 116pces 23pcs — 188 pes. 
Pearl Ring (gold) .......... 5 pes — — — — — 8 ye 
Pearl Penducts (gold) ...... NSS Fs — — — — ——- — — : * 
Pearl Bracelets (gold) ...... ws — —_ — = — — — —s i 
Pearl Ear Ring (gold) ...... 13 — —s — — == — —— _— : 
Gold Pearl Necklace ....... Bog _ — — — = — a 3 - 
Stone Necklace (gold) ...... 1 — — — — _— | — — ==. 1 Bh 
Goldy Bangles) oesdan case cc's o)- — oe —_ = — 2pairs — — — 2 pairs 
GoldsRingsmiess nee _ — — — = = — 17 pes = i7 pes. 
Gold@ Bracelets) c. -2mc.6..- — — — — = Es Sa e a 2 
CrudenGoldt } SR0.0 88. 8 — a = = = ya) = Gh = 16 . 
GoldeArticles™ 0 fics oo — — — a = — a = 2 id 
MAIN SEIZURES IN HONGKONG OF Ginseng — 14 parcels. Plastic Raincoats — 9 pcs. 
UNMANIFESTED CARGO Glass Cups — 188 pcs. Plastic Bowls — 1,652 pes. 


From ist January to 30th September, 
1948. 

Auto head lamp bulbs — 110 pes. 

Aerated Waters — 5,346 bots. and 100 
doz. 

Black Powder — 55 paper bags and 4 
parcels. 

Butter — 38 tins, 10 lbs, 1 iar, 1 pkt. 
and 10 doz. 

Bicycle Parts — 79 pcs. 

Batteries — 1,936 pcs. 

Cotton Reels — 216 reeis, 53 doz. and 
48 boxes. 

Cooking Instruments — 78 pcs. 

Condensed Milk — 4,148 tins. 

Carbon Paper — 40 pkts., 7 boxes and 
2 rolls. 

Cigarette Paper — 23 spoals, 5 b’dles, 
4 boxes. 130 rolls, 1N rea~s. 1 sack, 
4 rods, 3 parcels and 4 p'tts. 

Cellophane Paper — 43 b’dles, 9 pkts., 
2 parcels and 2 sacks. 

Canned Goods — 1,112 tins. 

Combs — 4,480 pes. and 437 doz. 

Dyes — 81 pkts., 161 tins, 55 lbs, 4 sm. 
parcels, 6 sacks and 17 parcels. 

Diary Books — 3 doz. and 259 pcs. 

Door Hinges — 37 doz. and 192 pcs. 

Earrings — 300 pairs. 

Electrical Bulbs — 321 pes. 

Empty Bottles — 1,327 pcs., 106 sacks 
and 1 basket. 


Eye Make-up Pencils — 95 pcs. 

Foodstuffs — 286 tins and 87 jars. 

Fountain Pen — 2,963 pes. and 12 doz. 

Fresh Fruit — 21 baskets, 1 parcel, 2 
cases, 2 sacks, 1 box and 17 pkts. 

Fuel Pump Diaphragm Gaskets — 310 
pes. 


Glass Tumblers — 141 pes. and 7 doz. 

Glass Sheets — 13 b’dles, 90 pcs. and 
2 crates. 

Glass Saucers — 87 pcs. 

Gunny Bags — 74 pes., 11 b’dles and 
2 sacks. 

Hackshaw — 257 boxes and 4 pkts. 

Hair Clips — 486 pes., 10 boxes and 23 
pkts. 

Frandkerchiefs — 600 pcs. 

Ink — 409 bots., 8 tins, 2 sacks and 7 
pints. 

Kodak Film — 34 pes., 229 boxes and 
7 tins. 

Locking Bars — 84 kitbags. 

Marjong Blocks — 5 pes., 24 rods, 5 
pkts., 6 blocks, 2 slabs, and 1 sack. 

Met Balls — 2 parcels, 4 sacks and 2 
pkts. 

Material (clothing) — 8 lengths, 
pes., 19 b’dles and 2 rolls. 

Mat — 125 pes. 

ee Powder — 7 doz., 3 pkts. and 55 
ins. 

Nvlon Stockings — 218 pairs. 

P-astic Spoons — 10,425 pes. and 2 doz. 

Plastic Sheets — 2 b’dles, 3 rods. and 
79 pes. 

Ping-pong Balls — 12,297 pcs. 

Playing Cards — 25,104 pkts., 
packs and 40% doz. 

Pen Nibs —- 46 boxes. 

Plastic Belts — 1,268 pcs. and 36 doz. 

Printing Ink — 122 tins and 6 bots. 

Pencils — 1 box, 608 pes. 4,744 doz. 

Paper — 105 rolls, 10 sacks, 179 b’dles, 
5 reams and 457 pkts. 


Photograph Paper — 28 boxes and 14 
pkts. 
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Radio — 6 sets. 

Radio Tubes — 1,161 pcs. 

Rice — 38 sacks. 

Rubber Tyres — 31 pcs. 

Rubber — 24 sacks, 4 pes. and 1 pkts. 

Razor Blades — 205 blades, 36 boxes 
and 256 pkts. 

Rubber Shoes — 11 pairs. 

Rubber Slippers — 239 pairs. 

Saccharin — 1,448 tins, 10% bots., 183 
bags. 6 pkts.. 2 parcels and 975 lbs. 

Silk Stockings — 53 pcs. and 5 b’dles. 

Silver Thread — 113 b’dles. 

Sea Foods — 36 sacks, 19 pkts., 814 
bags, 2,070 Ibs and 1 box. 

Soapcases — 118 pes. 

Salt — 5,890 lbs, and 11 parcels. 

Safety Razors — 168 sets and 17 pcs. 

Saucers — 134 pes. 

Soda_ Ash — 215 lbs. 

Tooth Brushes — 936 pes. and 127 doz. 

Towels —- 123 pes. and 6 doz. 

Tooth Picks — 298 boxes, 4 parcels, 10 
pkts. and 6 cartons. 


Tinplate — 5 sm. b’dles, 5 b’dles, 4 lots, 
1 bag, 190 pes., 16 sacks, and 30 cases. 

Thermos Flask — 427 pes. 

Torch Bulbs — 41,200 pes. 

Torch Batteries — 397 pcs. 

Vaseline — 35 pkts., 1,352 lbs, 4 tins, 
4 sacks and 6 parcels. 

Woollen Material — 267 lengths, 166 
Pes. and 6 b’dles. 

Washing Soap — 1,557 bars, 1 basket, 
178 cakes, 3 pkts and 1 case and 1 
sack. 

Wool — 87 b’dles, 36% lbs and 3 sacks. 

Whistles — 341 pes. and 2 pkts. 

Wrist Watches — 189 pcs. 

Zip Fasteners — 138 pcs. 
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HONGKONG EXPORTS OF CHINA PRODUCE 


Following are statistics for the first nine months of 1948 of so-called China exports, ie. Antimony, Wolfram ore. tin; 
Tung oil, Rapeseed oil; Tea; Bristles; and Cotton Yarn. 
The enumerated quantities of China exports were licensed for export but have not been fully exported from 
the Colony during the period ending September 30, 1948. 
All quantities in piculs of 133.33 lbs. 


Month Antimony __ Bristles Cotton Yarn R apeseed Oil Tea Tin Wood Oil Wolfram 
Jenuary & February’ 1,892.2400 1,972.4400 16,894.5700 82,832.9400  9,274.2360  2,093.0900 89,623.3500 13,835.0100 
March giaete crreinetons 5,383.6700  2,182.1960  3,105.0000 12,275.2874  3,451.7816  6,688.4975 40,190.0265 9,171.1550 
ADT ARG tact etic creck 8,099.7000 1,295.9035  8,019.0000 5,031.6750  5,165.8610  3,925,3061 63,476.8700 420.0000 
1 En 7 mane eae NS Toees 2,975.4000 597.5860  5,886.0000 10,371.5775  4,195.9621 2,892.4545 39,961.5306 —10,530:5660 
SUI ee aps cavehsvere crnctiaxs —_ 786.9700  7,545.0000 4,455.5410 5,283.3467  2,995.9562 30,794.8930 1,901.8675 
ASIN? squares Bets eee 82.0500 1,587.5607 12,147.0000 1,511.8785  4,022.3884° 4,585.7312 33,782.4324 672.0750 
Augustine ys rte to. 826.5000 996.1905  9,312.0000  4,418.4000 5,873.1059  4,701.3743 36,549.0914 8,474.4220 
September .......... 330.6000 611.9395  8,047.7850 16,312.8000 3,521.4709  2,087.1490 20,018.0255 1,176.1350 
MTOtal ye secs stay 19,590.1600 10,030.7862 '70,956.3550 1 37,210.0994 40,788.1526 29,969.5588 354,396.2194  46,231.2305 
HONGKONG IMPORTS & EXPORTS OF SELECTED CARGOES 
FOR THE MONTH OF SEPTEMBER, 1948 
WOLFRAMITE VEGETABLE & ESSENTIAL OILS 
Imports Exports ANISEED OIL 
Countries Quantity Value Quantity Value 
Piculs $ Piculs $ Imports Exports 
China, South .. 3,066 1,020,231 _ — Countries Quantity Value Quantity Value 
Koreas) hielo 847 190,000 _— == Piculs Piculs $ 
Macao's «hs. 201 50,250 SS = China, South .. 351 132,850 — = 
U:S:S:Rac csv _ _ 8,222 2,133,938 Macao le tens 34 15,640 co — 
aE Sa United Kingdom _ _ 6 2,728 
DOtALs serexersssys 4,114 1,260,481 8,222 2,133,938 Australia 5 ae —_— — 27 14,187 
——s SS France) <.4..5% _ — 22 10,130 
Holland ...... —_— _ 9 4,725 
ANTIMONY Italy wees -- aa 35 15,462 
China, South... 6,884 1,026,199 — — Top 
Lr ele pate aa ee rote 326 149,913 Totals 5 Serciss 385 148,490 99 47,232 
Potalite: aos: 6,884 1,026,199 826 149,913 CASSIA OIL 
’ Malay (Br.) .. 7 2,100 _ _ 
TIN (INGOTS OF CHINESE ORIGIN) China, South | 40 26.200 a a 
China, South .. 2,982 1,101,753 = — India ........ — = 3 1,736 
Macao ....... 83 —«-21,280 — — Siam ........ = aa 4 4,296 
Korea ee ibs as ee 336 210,000 WiS.Al © .osGe% —_ _ 719 79,931 
Sh ienasie aa = 2500 1 asuions Total ..... 47 28,300 86 85,963 
Totaly w.ccex 3,065 1,123,033 3,093 1,716,088 
—e pak COCO-NUT (COPRA) OIL, REFINED 
TINNED PLATES (TINNED SHEETS) Malaya (Br.) .. 235 23,620 _ — 
Malaya (Br.) .. —_ — 302 26,500 
_Imoports Exports South Africa .. — — 17, 2,470 
Countries Quantity Value Quantity Value China, North _ — 1,092 171,139 
Piculs Piculs $ a Middle _ — 261 37,652 
WS :Aviee mrstetsisis 1,321 61,624 _— — a South = — 56 7,550 
Burma ...... = = 120 9,600 Japanmeaees — — 1,594 215,400 
China, South = = 1,077 73,138 INEXEGY Sawmase -- — 55 7,435 
Siam@ ger ce. — — 578 46,800 a ee ee 
: Se Se ae ——— Sa Ota! = tars. 235 23,620 3,377 468,146 
Total sra;.. 1,321 61,624 1,775 129,538 ee 
TEA SEED OIL LINSEED OIL 
Imports Exports India® sees 4% 67 15,000 — os 
Countries Quantity Value Quantity Value Malaya (Br.) .. 9 810 == >t 
Piculs $ Piculs $ Slant Br. feaene 60 6,600 _ _ 
China, North .. 420 78,960 — — Malaya (Br.) .. = — 25 4.200 
Be South .. 17,701 2,570,923 — — China, Middle . — — 115 17,632 
United Kingdom _ — 14,195 1,629,495 Macaoye a: sc _- — 21 4,089 
North Borneo a a 6 726 Siam. d ciens . ans _ — 17 2,040 
SLOURL) panies 18,121 2,649,883 14,201 2,630,221 LOCALS as ietsrers 136 22,410 178 27,961 
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PIGS’ AND BOARS’ BRISTLES 


Imports Exports f Imports Exports 

Countries Quantity Value Quantity Value Countries Quantity Value Quantity Value 

Piculs Piculs $ Piculs $ Piculs $ 
China, South .. 17,971 2,825,319 — oe Burma ...... 80 144,000 ee = 
RACAO ae arerer che 4,8 =a ge China, South .. 356 381,633 — _— 
United Kingdom = = 10,332 *1,204,696 kore. 136 103°200 Ss ra 
Australia =e ae 5,408 737,409 United Kingdom a — 121 155,196 
Indidtistes-<.. a2 — == 506 65,772 Australia _ pom 45 188,752 
Malaya (Br.) .. re = 64 8,751 Belgium ..... — — 38 28,000 
New Zealand .. Zz zs 906 ET BOSE® US AS SAL a — o 313 517,160 
North Borneo . _ == oe foes rer 
South Africa .. a 34 eee §=— RSet ORs key 572 628,833 517 889,108 
Br. Emp., Other = =e 168 21,000 ba rs ve Baie 
Belgium —...% — — 198 25,740 
1 oo Parner ore, —_— — 84 pees 
INorways ...256 — _ 1,233 161,63 RUDE RUBBER AND RUBBER SUBSTITUTES 
Neth. E. Indies a fa 168 22,168 a 
Slam eee ews — — , 
Imports Exports 
Sweden ...... — = 420 53,933 , : : 
a — P Countries Quantity Value Quantity Value 
RS Aer orecrotre 162 : 20,547 Picuis Diente $ 
Motaleeee sets 18,011 1,828,119 19,806 2,554,625 Malaya (Br.) .. 2,371 340,362 ax = 
Oe a Br. Emp., Other 84 10,752 —_— a 
Fr. I. China 568 ae = = 
f - Neth. E. Indies 3,663 364,35) — oo 
WOOD OIL (IN BULK) Ching. Norges He ams 1,469 138,276 
China South 403 47,174 = = » Middle . = oa , 
i i —— = ia South — — 4,882 384,006 
United Kingdom 10,933 1,416,811 ee aries ie a 10.185 936,768 
Macao -eSteutis < — — 803 Fa 

To} al imine a EE ee, OCs aan ae = 938 99,584 

OTHER OILS FROM SEEDS, NUTS AND KERNELS Total ..... 7,686 788,970 18,326 1,633,174 
Imports 9 Evrports 
Countries Quantity Value uantity Value 
Piculs $ Piculs SESAMUM OIL 

China, North .. 78 24,000 —_ — 

e South .. 5,482 380,313 - — Australia = ae 1 \ 20 
Macao. ....0 1% 7 7,200 21 1,050 Canadal essa. —_— — 20 5,442 
Siamir a: fan... _ = 6 1,200 Malaya (Br.) .. _ —_— 29 5,570 

— — West Indies ... —— _ 1 97 

Motel arte... 5,633 411,513 Pat| 2,250 C. America —_ _ 3 221 

SS Macao .ssis; _ _ 3 254 
Philippines — — 14 2,632 
GROUND-NUT (PEA-NUT) OIL ‘SiAwl 25788. _ — 25 5,147 
VGC eres 661 95,344 — — Total ..... = a 96 19,388 
Eoreadas J e.con 3,736 $06,172 _ —_ a 
MACAO) shes. 4,188 625,834 — — 
Sian em, ae 621 111,836 — = 
Malaya (Br.) .. = — 219 43,800 SOYA BEAN OIL 
Br. Emp., Other _ —_ 43 9,847 
Belgium ...... _— — 3,360 477,690 Korea) aiaanek 510 76,500 — _ 
MOA oe eee os 9,206 1,439,186 3,622 531,337 Total « Paws 510 76,500 _ — 


JAPANESE PRODUCTION NOTES 
Match Production 


Production of matches in Japan in- 
creased month by month during the 
period January-May 1948—from i4,742 
match tons in January to 23,843 tons in 
May—and totalled 97,775 tons during 
the 5-month period. (A match ton= 
7,200 boxes of 80 to 90 sticks each). 


Button Production 


The Japanese button industry is being 
revived with a view to exporting to 
western markets. Production in April 
1948 totalled 75,000,000 pieces, a 50-per- 


cent increase over the output during 
the preceding month. Importations of 
dum nuts tor use exclusively in the 
manufacture of buttons totalled 250 tons 
in April. 


Musical Instruments and Phonograph 
Records 


Japanese musical-instrument produc- 
tion during the first 5 months of 1948 
consisted of the following: 2,029 accor- 
dions; 1.429 brass instruments; 75,564 
dozen harmonicas; 46,040 dozen musical 
strings; 1,578 reed organs; 4,539 violins: 
8,435 xylophones; 2,772 drums; 1,184 
woodwind instruments: 385 pianos: 28,- 
625 bamboo-wood instruments: 52,5)3 


plectrum instruments, violin bows, and 
tambourines; and 37,648 cymbals and 
castanets. 

Production data on phonographs and 
regord players are not available for the 
period under review, but an average 
output of more than 5,000 a month 
was reported for the 3-month period 
November 1947-January 1948. 

Production of phonograph records 
reached a postwar high of 904,493 units 
in April 1948, a 7-percent gain over the 
March output. Although in May the 
output declined to 899,767, it was still 
greater than in any other previous 
month of the year, Total production 


during the 5-month period was 4,140.- 
699 records. 
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IN JAPAN AND 


HONGKONG’S TRADE EXPANSION 


Monthly reports from Japan confirm 
that in almost every branch of industry 
pregress has been maintained and pros- 
pects are very encouraging for further 
increases. Hongkong’s mercantile com- 
munity has also increased its participa- 
tion in distributing Japanese manufac- 
tured goods and buying for Japanese 
manufacturers and the general consum- 
ing public foodstuffs, industrial raw 
materials and such essential consumer 
goods as are at present licensed for im- 
port into Japan. 

In the trade returns of the Colony 
during 1948 the role of Japan as a 
trading partner has been gradually en- 
hanced and it is largely due to this ex- 
panded trade that Hongkong’s entrepot 
business has retained, in the face of 
China’s economic debacle, its high level 
of turnover. 

Local merchant houses engaged in 
the Japan trade are still not satisfied 
with results achieved and the swarm 
of buyers of Japanese products is on 
the increase; at the same time exports 
to Japan are also advancing but not in 
the necessary volume so as to enable 
Hongkong traders to place more orders 
in Japan. For some time to come 
Hongkong-Japan trade must remain on 
the two-way commercial account basis 
which necessitates the balance over a 
short period of exports of commodities 
and invisible exports (services etc.) to 
Japan with imports of Japanese manu- 
factured goods. 

Much business between Japan and 
the sterling area is also conducted from 
and via Hongkong; the return to normal 
trade relations between the Common- 
wealth and Japan, announced last May 
31 by SCAP, has been one of the most 
encouraging commercial developments 
in the postwar period. Temporarily, 
Hongkong is excluded from the Japan- 
Commonwealth trade agreement which 
has placed all trade on a sterling ac- 
count basis, 
Hongkong Chinese against 
Japan Trade 


Agitation 


A few representatives of local fac. 
tories, principally weaving mills, have 
started early this year an agitation for 
the elimination of Japanese competition 
and a number of manufacturers have 
formed an association which they called 
“Hongkong Chinese Anti-Promotion of 
Japanese ‘Indystries Revival Associa- 
tion”. The chairman of this organisa- 
tion is Mr C, L. Hsu who issued last 
June a manifesto and also sent circular 
petitions to the Prime Minister of the 
U.K. Government, the President of the 
U.S., and General MacArthur. 

The activities of the association have 
not been taken seriously by the public 
here and the trade with Japan has not 
declined as was desired by the mem- 
bers of the association but has further 
advanced. Indeed, since several months 
the association appears to have remain- 


ed inactive obviously persuaded by the 
realities of business progress that any 
opposition to the U.S. program of re- 
vival of production in Japan is sense- 
less. Previous utterances made by the 
association, as well as the contents of 
their circular telegrams to the foreign 
personages, were deemed naive and 
even absurd. The American authori- 
ties, both in Washington and Tokyo, 
entirely ignored the telegraphic peti- 
tions or “suggestions’”” by a small num- 
ber of local manufacturers who aimed 
at the “reform” of the American policy 
in the Far East. 


Abortive Boycott 


A boycott of Japanese goods was even 
considered sometime last summer but 
the sponsors of this hostile campaign 
were quickly discouraged. Inspired by 
fears of being inferior in comparison 
with Japanese manufacturers and also 
abused by certain 'Chinese politicos in 
an endeavour to sOW new distrust be- 
tween the Chinese and Japanese people 
as well as to delay the economic come- 
back of the Japanese nation, certain 
local factory owners attempted to 
arouse popular feelings against the 
Japanese, and they also made good use 
of the current anti-American agitation 
sweeping over China which had been 
engendered by the Communist Party for 
military purposes. 

In the final analysis this abortive 
boycott campaign only tended to im- 
press unfavourably the minds of Jap- 
anese observers and may have reper- 
cussions jin the future. Those who 
want to live by using an economic 
sword may eventually succumb to it. 
The Japan of our days is no longer the 
Japan of Toyama and the mystic “Black 
Dragon” Society but it is a country 
and a natien progressing more than 
ever on the road towards the western 
type and ideal of life. 

It can only be hoped that no real 
harm may have been caused by the ill- 
advised efforts of some local weaving 
mill owners and a few other manufac- 
turers in arousing anti-Japanese senti- 
ments which have, it is hoped, been 
buried for good, 
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JAPAN’S 
CONSTITUTION & 
ADMINISTRATION 


The new constitution of Japan passed 
the Lower House on 24 August, 1946, 
by 421 votes to 8 (of whom 6 were 
Communists) and was re-passed (after 
a slight amendment by the Upper 
House) on 7 October with 5 dissenting 
votes. It was promulgated by the Em- 
peror on November, 1946, and came 
into force on May, 1947. 

The constitution of 1946 is modelled 
more on American and British than on 


(jike the previous one) Prussian lines. 
It deprived the Emperor of executive 
powers, abolished the peerage, granted 
votes to women, lowered the voting 
age for men from 25 to 20, abolished 
conscription, stripped the country of 
Army, Navy and Air Force, pledged it 
to renounce war ‘for ever,’ abolished 
the secret police, guaranteed complete 
academic freedom to teachers, and out- 
lined a “Bill of Rights’ on Western 
lines. 

Legislative power resides in a House 
of Representatives (of 466 members), 
to be elected for not more than 4 years, 
and an elective House of Councillors, 
with elections for half its members 
every 3 years. The Lower House con- 
trols the Budget and approves treaties 
with foreign powers. A supreme court, 
modelled on that of the United States, 
will have power to declare any law or 
regulation ‘unconstitutional.’ 

Article I of the new constitution of 
1946 says: ‘The Emperor shall be the 
symbol of the state and of the unity of 
the people, deriving his position from 
the sovereign will of the people.’ The 
Emperor himself, in a New Year’s 
broadcast, at the end of 1945, explicitly 
divested himself of the attributes of 
divinity ascribed to him in folk beliefs. 
He hag now less power than any other 
constitutional monarch of modern times, 
His functions are purely ceremonial. 
No act of the Government is exercised 
in his name, and the courts, in adminis- 
tering justice; make no reference to 
him. His portrait, which formerly hung 
behind a curtain in every Japanese 
schoolroom, has been removed by order 
of the occupying Allied Powers. But 
his office remains hereditary, and his 
popularity and moral authority are as 
great as ever. Only one political party, 
the Communist Party, is anti-monarchi- 
cal. 

The elections held on 10 April, 1946 
(with women voting for the first time), 
brought out over 2,800 candidates and 
resulted in the return of 143 Liberals 
(despite name, actually Conservatives), 
94 Progressives (actually the Extreme 
Right), 84 Independents, 92 Socialists, 
16 Co-operatives, 5 Communists and 32 
small parties; total, 466. There were 
39 women elected or nearly one-half 
of the 82 women candidates. Numer- 
ous amalgamations reduced the number 
of parties, by the end of 1946, to 4 
major parties and 1 small party, the 
Communists. 

Registered electors were 20.6 million 
women and 16.8 million men; votes cast 
exceeded 26.6 millions of 72% of the 
register, 


Government 


Until the peace treaty provides for 
the withdrawal of the Allied Powers, 
the latter are exercising full, but self- 
limited government, sufficient to ensure 
that Japan is completely demilitarized, 
purged of all militarist, plutocratic and 
authoritarian forces, and on the way 
to becoming a democracy. To this end 
the Allies are represented by the Su- 
preme Command of the Allied Powers 
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(SCAP), of which the chief executive 
is General Douglas MacArthur, U.S. 
Army, aided by an Allied Council for 
Japan in Tokyo, consisting of his de- 
puty as chairman and representatives 
of the U.S.S.R., China and the British 
Empire. Larger questions of policy are 
decided by the Far Eastern Commis- 
sion, sitting usually in Washington and 
consisting of representatives of Austra- 
lia, Canada, China, France, India, the 
Netherlands, New Zealand, the Philip- 
pines, the U.S.S.R., the United Kingdom 
and the United States. Recommenda- 
tions are submitted to the United 
States, which forwards them to General 
MacArthur. 

(In January, 1947, the Allied occupa- 
tion forces consisted of 124,000 Ameri- 
cans and 40,000 British Commonwealth 


troops. Occupation costs in 1946, paid 
by the United States, were $188 
million). 


Executive powers rest with the Prime 
Minister of Japan’s Government and 
his Cabinet, who are chosen by the 
Diet from its own members. Prime 
Ministers must be civilians and not for- 
mer Army or Navy officers. 

Two extra-Constitutional forces 
which have been of importance are the 
‘Eight Families,’ who constitute the 
plutocracy of Japan, and the more re- 
cent Fascist inspired ‘Imperial Rule 
Association.’ The ‘Eight Families’ 
(known also as the Zaibatsu or ‘wealth 
cliques’) are the Mitsui, Mlitsubishi, 
Sumitomo, -Yasuda, Suzuki, Shibusawa, 
Asano and Okura families. Singly or 
occasionally in alliance they control 
banking, shipping, engineering, trans- 
port, mining and the silk, sugar and 
chemical production. The Allied Su- 
preme Command on € November, 1945, 
seized all the earning assets of the first 
4 families (the largest), who will re- 
ccive, after 10 years, non-negotiable 
government bonds furnishing them a 
suitable income. The private fortune 
of Baron Mitsui is estimated at 1.5 bil- 
lion yen, rivalling that of the Empercr. 
A fifth Zaibatsu was dissolved in 1946. 
The combined holdings of the 5 were 
valued at 8,445 million yen or about 
15% of all outstanding securities in 
Japan. Forty other combines, control- 
ling 860 subsidiary firms and with secu- 
rities valued at 4,000 million yen, were 
also dissolved in 1946. 

The ‘Imperial Rule Association’ arose 
from the ‘voluntary’ consolidation of 
all the existing political parties in 1949. 
It was militarist, nationalist, authori- 
tarian and anti-liberal, and has been 
liquidated by the Allied authorities: 


Labour Organisations 


Trade unions are protected by Article 
26 of the new constitution ‘the right of 
workers to organize and to bargain and 
act collectively is guaranteed’—but 
their growth is slow. They were com- 
pletely suppressed from 1940-45 
(period of the Japanese Patriotic Indus- 
tries Society known as ‘Sampo,’ which 
claimed in 1945 a membership exceed- 
ing 5 million) and their recovery is 
eonfined mainly to the larger manufac- 
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Lower “Black Market” Prices in Japan 


Many Hongkong traders when order- 
ing goods from Japan have found grow- 
ing buyers’ resistance abroad and there- 
fore suggestions have of late become 
more frequent that the authorities in 
Japan, i.e. SCAP and Boeki-cho, revise 
most if not all of the official prices of 
export commodities. Businessmen re- 
turning from visits to Japan usually 
state that “black market” prices are 
considerably below the officially fixed 
prices which tend to make Japanese 
exports comparatively more difficult. 

It appears to be the policy ot SCAP 
to maintain higher prices for Japanese 
export commodities not, of course, in 
order to curtail Japanese exports but 
to allow the Japanese producers the 
highest possible proceeds for his manu- 
factures. While this SCAP policy is 
appreciated by the people it has proved 
recently to be detrimental to the fur- 


ther expansion of Japanese sales 
abroad, Many Hongkong traders have 
secured “black market” contracts and 


the higher orders thus placed in Japan 
fully make up for the drop in the pro- 
fit made by the Japanese manufacturer. 

The phenomenon of black market 
auotations lower than “official prices” 
had already appeared late last year, but 
recently ihe quantity of such commodi- 
ties nas suddenly increased and the 
black market prices are becoming even 
lower 

In the case of chinaware which 
hitherto had been under control as a 
household necessity, because of control, 
the manufacturers have stuck to war- 
time specifications and have continued 
to produce inferior goods with the 


turing industries. In October, 1946, 
membership of all unions was 4199999 
but it included only 2% of the workers 
in plants employing 50 or less, ‘which 
traditionally employed most of the 
Japanese labour force.’ 

There are two rival federations and 
numerous independent unions. The 
older federation is the General Federa- 
tion cf Labour Union (Zen-Nippon 
Rodokumiai Sodomei, usually called 
‘Sodomei’), with 37 affiliates and 1,067,- 
899 members in April, !/1946; this in- 
cludes the miners, textile and tobacco 
workers and part of the transport 
workers. The other is the Nations) 
Congress of Industrial Unions (known 


as ‘Sanbetsw’ from its name, Zenkoku 
Sangyo-Betsu Kumiai Togi) with 21 
affiliates and 1,467,169 members. 


Transport workers are prominent. 

Japanese trade unionists are inven- 
tive. At the end of the first world war 
they invented—unknown to the Wes- 
tern world—the ‘stay in’ or ‘sitdown 
strike.’ At the end of the second world 
war they have invented the ‘production 
control strike’ in which, accompanied 
by the technicians, they bar out the 
manager and run the plant, including 
vroduction and sales, keeping a meticu- 
lous record. In several notable strikes 
the management has given in. 


cheapest possible materials. Since the 
beginning of this year, the official prices 
no longer apply, and with the black 
market guotations plummetting down- 
wards, retailers are now selling at far 
below the official ceilings. Wholesalers. 
and department store buyers are said 
to be able with cash to make purchases 
20 per cent cheaper at the produc- 
ing centers. 

As regards pharmaceuticals and 
household equipment such as chests of 
drawers, small cabinets, footwear cases, 
wooden tubs, etc., the situation is more 
or less the same. With radios, radio 
receiving tubes, electric light bulbs, 
stationery, and other sundries there is 
also a slackening off in buying that 
makes for lower-than-official prices. 

Once-scarce items of top-flight manv- 
facturers of medicines are now quite 
plentiful. The better firms such as 
Takeda, Sankyo, and Daiichi used to 
refused to undertake delivery of their 
drugs to wholesale houses and depart- 
ment stores, but now the tables have 
been turned. The watchword with 
wholesale and department store buyers. 
is: ‘Knock down the Official price.” 

Although increased production and 
increased purchasing power are behind 
this state of affairs, another important 
factor is the unspoken protest of the 
consumer. The producer, claiming that 
costs are rising, petitions the’ bureaucrat 
for higher official prices. Many of 
these producers have never been out- 
side of the controlled economy nursery, 
and have continued in an easy-going 
way without bothering even to think 
of rationalization. The unspoken pro- 
test of the consumer against this at- 
titude has brought about the lower- 
than-official quotations. 

It is therefore necessary that (1) a 
widespread scrapping of official prices 
should be immediately effected; and, (2) 
material allocations for commodities on 
which official prices are abolished 
should be subjected to readjustment. 

With the abolition of official prices 
the following advantages can be gain- 
ed:— 

1. Hitherto. the official price system 
has resulted in inordinate boosting oz 
prices; at least it cannot be denied that 
the system has prevented the natural 
fall of black market quotations. The 
wide-scale abolition of official prices 
will remove this evil. In the china- 
ware business a federation of wholesale 
and retail merchants has been formed 
for the abolition of official prices, but 
the producers are opposing the move. 
There is also the example of the button 
trade where when the official prices 
were scrapped, prices dropped so much 
that the merchants are again asking for 
control. 

2. Enterprise will be rationalized 
and the easy-going, protected produc- 
tion system will be revised. For manu- 
facturers producing inferior goods un- 
der restrictive specifications, and those 
marketting shoddy articles because of 
the prohibitive costs against low official 
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JAPANESE TEXTILE INDUSTRY REPORTS 
PRODUCTION REPORT FOR MAY 
April May April May 
Pure Cotton Yarn Production (1,000 lbs) 25,749 23,948 Independent WeAVETS se scans 125,099 126,550 
Cotton Waste Yarn Production (1,000 lbs) 158 88 | Operable + Spinner weavers ............... 37,217 . 38,046 
Cotton Cloth Pro- Independent weavers 42,037 46,912 POCA cts -chossuscete occa ate aieremiete 162,316 164,596 
duction (1,000 Spinner weavers ... 34,932 31,914 ; Independent weavers ........ 80498 83,805 
sq. yds.) Other weavers ; 8 10 | Operating 4 Spinner weavers ...........-- 29,608 29,247 
Installed: -..0.:..;; 3,115,536 3,181,556 ADEM GoAgo oto condo dons 50de 110,106 113,052 
Number of Spindles Operable ....... 3,029,908 3,074,504 | Number of Oper- Spinning mills 51,034 53,647 
Operating (average) 2,482,848 2,304,120 atives Working Independent weavers 59,179 62,433 
Number of Looms ( Independent weavers 127,762 129.560 Spinner weavers ... 26,109 27,815 
Installed Spinner weavers ... 38,364 39,059 
OGL ie ete sechersucavetevayeze%e'e 166,126 168,619 
(1,000 lbs or yds) April May 
Filament Rayon Yarn ... 2,689 3,069 TEXTILE INDUSTRY AND THE _ 3,980,000 kilograms of main food and 
Spun Rayon Yarn ...... 028 2,026 FIVE YEARS’ ECONOMIC RE- 1,210,000 kilos of subsidiary food are 
Spun Rayon Cloth ...... 3,731 4,838 HABILITATION PLAN. required .to be imported, if 1,744 
spunsSilk ‘Cloth “s.).2s.+: 1,523 1,898 calories a.day per head are allowed. 
Rayon’ Staple .......... 2,655 3,244 The Economic Stabilization Board (b) Export: To pay for food and 
Filament Rayon Cloth .. 2,983 3,225 issued on the 17th May, a plan for five other essentials an export amounting 
Filament Silk Cloth .... 9,170 10,631 years of economic rehabilitation. It is in total US$1,646 million is planned, as 
Silk Mixture Cloth ...... 607 587 called the first tentative plan. ; follows: 
Uncertainty in cotton supply  situ- The plan aims at _ reconstructing 


ation was reflected in reduced produc- 
tion of cotton yarn in May, despite in- 
creased spindlage, compared with the 
preceding month. 

Rayon & rayon staple production re- 
corded post-war all time high due to in- 
creased receipts of pulp, caustic soda 
and coal. 

Hard and Bast fibre industries were 
given peps by the importation of man- 
ila hemps. Henequin and successful ar- 
rangement of jute shipment from India. 


SUPPLY OF RAW COTTON 


On account of delay in May of put- 
ting cotton loans in operation, Japan- 
ese cotton industry faced the situation 
either to curtail production or use up 
stocks before arrival of fresh supply. 
However SCAP saved the situation by 
finding means to allow’ Boeki-cho to 
buy some 50,000 bales of American cot- 
ton for immediate shipments. 

The Mission to India led by Mr. W. 
R. Eaton very successfully arranged 
shipments of more than 100,000 bales of 
cotton from India & Pakistan. 


prices will have to counter the resis- 
tance being put up by consumers who 
are ready to call a buyers’ strike. 
These manufacturers will steadily dimi- 
nish. 

3. Half-way measures and unobser- 
vable regulations will be largely dis- 
pensed with. For instance, the price 
labels which are supposed to be affixed 
by the manufacturers are often missing, 
and the minor retailers are thus preyed 
upon by petty officials and the econo- 
mic police. The abolition of official 
prices will do away with many ambigu- 
ous practices and will serve to brighten 
the business world. 

4. A large scale adjustment of ad- 
ministrative personnel will become 
possible. In other words, cutting down 
on government overhead will not be 
possible without slashing controls. 


Japan’s economy to regain the stan- 
dard of living as near as possible to 
that of 1930-34 and in order to attain 
this object, to step up productions of 
industries to 1.3 times of 1930,34 aver- 
age, or to increase production 3: times, 
export 10 times of the records of 1947. 

Besides increase of production as 
stated above, the plan proposes to shift 
the relative weights of industries on the 
following ratio: 


1930-34=100 

Textileswm Hs. Maes as oes eae Ses 84 

COCLOMT ee ares tae ciele eles) ceteeye's 85 

SUI cl eevis Tans Salas Bae cele esi 37 
Machinery a Meme as Ws aaeis cstelalatars 202 
Ghemicals! Mat caaaccik cee wedi 215 
VES Se reste c setae fas oratsialioa acs hee 153 
Gemenite! « sckorisewitesses © kwierere etree 132 
MGtaly Tis Mtn wraec eters scones 141 
ROG ee ene ct eaunte cele hist ertere 106 
OMOEYS? Pea cle sais oie bere ees iedoaee arene 154 


Foreign Trade: — 


(a) Import: Population is calculat- 
ed to reach 82,932,000 in 1952 and al- 
lowing for increased food production, 


(In million US$):— 


Cotton 485; Rayon & Rayon staple 
213; Silk & silk goods 64; Woollen 
goods 88; Machinery 334; Sundry 64; 
Chemicals 54; Tinned food 23; Paper 
45; Land & water products 35, Ruhber 
goods 19; Glues 33; Others 67. 

Textiles will occupy 55% of total ex- 
ports (cotton 30%). Of textiles the 
plan envisages cotton spindlage 583,000, 
production 990 million lbs, raw cotton 
consumption 2,580,000 bales. Rayon 
210 million lbs, rayon staple 160 million 
lbs, Pulp required 220,000 tons of which 
182,000 tons domestic production, (ex- 
port cotton 60%, rayon 70%, rayon 
staple 34% of production respectively). 


With 5,830,000 spindles, production 
of 990 million lbs indicate average 
count of yarn around 20’s. But the in- 


dustry considers it necessary to pro- 
duce much higher counts of yarn than 


before the war in order to meet the 
altered post-war markets. 
Japan must try to become less de- 


pendent upon foreign countries for raw 
materials. Synthetic fibres give hope 
of finding new processes and creating 
hitherto unknown fibres. 


THE CERAMIC 


(1) General Survey 

After the termination of hostilities 
the ceramic industry, one of Japan’s 
principal export industries, revived but 
due to general economic instability, 
shortage. of raw materials, in particular 
of fuel and electric power, and finan- 
cial difficulties it has not come up to 
expectations. Although ciifferences exist 
as regards localities and the articles of 
production, the operation rate in Au- 
tumn 1947 was between 30%-40%. (In 
ag large factories this rate exceeded 
70%.) 

Due to the general shortage of por- 
celain for daily use, there was a ten- 
dency to overproduction immediately 
after the termination of hostilities, of 
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inferior quality table ware, electric 
heater plates, etc. and at one time 
much activity was to be seen at Seto 
and other ceramic centres. The reopen- 
ing of civilian foreign trade gave a 
great impetus to the industry mainly 
however being confined to high grade 
factories. 

Although there has been a g)adual 
trend towards increased prod action 
since 1946, the output in the summer 
and autumn of 1947 was still only 30% 
of that in 1940. Though electrical and 
industrial wares have increased in 
quantity as compared with former 
times, table ware has assumed a rapid 
advance in importance since the re- 
opening of foreign trade in 1947. 
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During 1947 all the wartime control 
erganizations were dissolved and _ the 
new Ceramic Industry Association was 
established, membership in which was 
optional, overseas trade being under- 
taken by the Foreign Trade Public 
Corporation for Mineral and Industrial 
Products. : 


(2) Number of Factories and the 
Scale of Enterprises. 


Owing to the general adjustment of 
enterprises during the war and to war 
camage there has been a considerable 
decrease in the number of potteries, 
the number as on May 1946 being 2,276 
or only about one half of those in 1940. 
In the Nagoya district 16 factories were 
lost by war Gamage and 165 were con- 
verted under the adjustment of enter- 
prises in 1942. With the alleviation of 
controls after the war, the number of 
potteries is gradually increasing due to 
the break up of the amalgamations and 
to the revival of small scale factories 
which had been dormant. 

Post-war workers (as of May 1946) 
totalled 42,347, or 93% of the number 
before the war, the average number of 
workers per factory being 18.6. As re- 
gards scale of enterprise, the number 
of potteries with more than 100 work- 
ers has increased by 16 from 40 in 1940 
to the extent of accounting for 2.5% of 
the total number, whilst on the other 
hand the number with less than 20 
workers has, owing to enterprise ad- 
justment, decreased to below one half 
of the former number, still occupying a 
high rate of 78%. The number of 
workers in potteries employing more 
than 100 workers has increased by 
about 2,000 accounting for 33.3% of the 
total number; on the other hand the 
nurnber in potteries with less than 20 
workers has been more than halved and 
the percentage to the total has dropped 
to 27.2%. 


(3) Production Equipment 

An investigation in February 1946 of 
the baking furnaces in the industry re- 
veals that there were 99 tunnel furn- 
aces, 253 coal furnaces, 785 wood-burn- 
ing furnaces, and 823 other furnaces. 
Notwithstanding the decrease in the 
number of actual baking furnaces by 
79% as compared with the end of 1936. 
there is hardly any change in their 
production capacity even when deple- 
tion due to the war is taken into ac- 
count, owing chiefly to the fact that the 
superior equipments were retained 
when the adjustment of enterprises 
took place. When, however, future de- 
mands, especiaNy for export ware call 
for uniformity and superior quality, the 
fact that the proportion of tunnel 
furnaces capable of producing large 
quantities with uniform baking is low, 
and that there is an abundance of in- 
ferior furnaces, will require special at- 
tention. 

Electric motors installed amounted to 
6,125 units of 25,768 H.P. but as the 
average is 2.7 units and 11.3 H.P. per 
factory. there is not much change from 
pre-war days. 

In other words production equip- 
ment has not suffered any appreciable 
decrease, either from the adjustment 
of enterprises or from war damage, 


and production capacity has remained 
alt 80% of that before the War. Never- 
theless, the equipment which remains 
is for the greater part of the hand- 
operated type, and there are very few 
new machines capable of a lage pro- 
duction of uniform quality ware, hence 
it is very doubtful whether with the 
present equipment the ceramic indus- 
try will be able to meet future de- 
mands anticipated from foreign mar- 
kets. 


(4) Raw Materials and Fuel 


The greater part of the materials 
used in the industry are found domes- 
tically but a few which have to be im- 
ported are causing a bottleneck in pro- 
duction, namely kaolin, pigment, plas- 
ter, spherulite, etc. } 

Kaolin is indispensable for producing 
basic whiteness and for manufacturing 
high class export ware and was former- 
ly imported chiefly from Korea. After 
the war import difficulties have badly 
affected the manufacture of high class 
ware, and in the. meantime require- 
ments have been met by imports from 
Hong Kong. The annual consumption 
of this material was about 3,000-4,000 
tons (between 12,C00 to 13,000 tons in 
its original stone). 

Plaster which is used for shape 
formation was formerly imported from 
Mongolia and the Suez Canal area. At 
present import is suspended. Certain 
stock remained during the war, but as 
a considerable portion suffered war 
damage, the import of good quality 
plaster, containing only a small quant- 
ity of iron, is urgent. 

Spherulite necessary for pulverising 
potter’s clay which occurs in the river 
beds of Northern Korea is unobtainable 
at present and substitute material has 
to be used. But this substitute is lack- 
ing in hardness and does not endure. 
Import of pigment is also very much 
Cesired. 

The greatest difficulty confronting 
the production of porcelain at present 
is the shortage of fuel and electric 


power. Coal necessary for the existing 
equipment is estimated at approx- 
imately 600,000 tons per annum, and 


even if substitute fuel such as lignite. 
firewood, etc. is used the amount re- 
quired is still about 400,000 tons. Coal 
actually consumed in 1946 was 115,000 
tons of bituminous and 50,000 tons of 
lignite, but since the industry cannot 
possibly manage on the ratioNed 
amount, manufacturers are making 
every effort to obtain coal on the black- 
market and of improving the heating 
efficiency of substitute fuels. Indeed it 
is chiefly due to the shortage of fuel, 
coal in particular, that the operating 
rate is low. Not only in coal is the 
shortage felt; but due to the low calori- 
fic value and the shortness in the 
length of the flame the effect on the 
baking is such as sometimes to make 
the use of substitute fuels impossible. 
_A point which deserves special con- 
sideration in connection with the pro- 
blem of raw materials and fuel is that 
of tran:port. Geographically the cera- 
mic industry is concentrated in the 
Aichi-Gifu-Mie district, but as it has’to 
depend on coal from Kyushu and Hok- 
kaido, the present state of transporta- 
tion in the railways and . shipping is 
presenting obstacles to production. 
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(5) Labour 


There has been little change since the 
War as the industry consists of a large 
number of small-scale enterprises de- 
pendent on family labour. For exam- 
ple, in Seto of Aichi prefecture there 
are 517 manufacturers with 4,860 work- 
ers of whom 20% are .family members, 
which illustrate that the proportion of 
small scale enterprises is still over- 
whelming and even actually increasing. 

Male workers account for 60% and 
female 40%, so that, the one-sided em- 
ployment of women during the War has 
been restored to normal conditions pre- 
vailing before the War. In modern 
mechanized factories this proportion is 
about half and half. Classified into 
processes of manufacture, the propor- 
tion of women and youths is largest in 
the surface painting process, followed 
by the porcelain making process, while 
labour engaged in the earth making 
process. consists mainly of young men, 
which is the same as before the War. 

The majority of these workers were 
newly employed into the industry after 
the War, and as many potteries were 
converted into War industries doing 
grinding work, skilled labour is scarce. 
But as it does not take more than a 
year or so to acquire a working know- 
ledge in most of the processes, this 
cannot be said to affect production. The 
average number of working days per 
month is 25.1 days (averages for 1946). 
while the average working hours has 
been very much shortened owing to the 
promulgation of the Labour Standard 
Law, the conclusion of labour agree- 
ments, etc. Thus, it is 7.1 hours on the 
average in winter and 7.9 hours in 
summer, which when compared with the 
10 hours of former times is a great 
improvement. 

Wages have increased conspicuously 
since the war, rising, for example, by 
seven times during the period from 
June 1946 to March 1948. Moreover, 
the ve which existed between wages 
in the large and medium-sized factories 
is gradually disappearing. Under pre- 
sent accelerated inflation, wages have 
nominally risen. However, when the 
rise in commodity prices is considered 
there has actually been rather a consi- 
derable decrease in real wages. Never- 
theless, when the fall in labour effici- 
ency is also taken into account the 
basis of cheap labour is already lost 
and wages are becoming a heavy bur- 
den on the enterprises. 


(6) Prices and Cost of Production 


The prices of raw materials had al- 
ready risen by four to ten times during 
the war years 1941-45, but since the 
termination of hostilities they have ad- 
vanced by 25 to 100 times during 1946 
and 1947. Moreover the advance in 
wages due to inflation has been consi- 
derable, and the consequent increase in 
the cost of production has brought 
about an inevitable rise in the price of 
the products. An analysis of produc- 
tion costs per unit product at one large 
factory reveals that, notwithstanding 
the large increase in a few of the raw 
materials such as coal, kaolin, plaster, 
etc., the general increase in material 
costs is comparatively low, while la- 
bour costs show a relatively: large in- 
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crease, because, while the amount of 
raw materials required per unit pro- 
duct remains constant and the propor- 
tion it occupies in the total cost of pro- 
duction has rather decreased, labour 
wages have risen greatly and there has 
keen an even greater drop in produc- 
tivity, due to depletion of equipment, 
fall in the rate of operation, decline in 
the skill of workers, etc. Consequently 
the gain per unit product is decreasing 
more and more, so that, coupled with 
the low rate of operation, the net pro- 
fit of an enterprise may be considered 
to have dropped. 


Next, comparing the cost of pro- 
duction per unit product based on the 
scale of factory, in the large plants 
material costs are comparatively low 
owing to easy access to raw materials, 
and, notwithstanding the high wages 
per worker, labour costs are also com- 
paratively low owing to the high labour 
efficiency made _ possible by their 
superior equipments and division of 
processing. On the other hand, general 
administration costs are higher in these 
large factories, but the two points to 
their advantage mentioned above more 
than compensate for this disadvantage, 
so that the cost of production is low. 
Since it is not permissable to cut down 
production costs as in former days at 
the expense of labour by employing 
workers at low wages for long working 
hours, the medium and small factories 
will have to adopt radical measures if 
they wish to compete in foreign mar- 
kets by low production costs and 
superior quality ware. It would seem 
that there is no alternative but to im- 
prove their equipment, to introduce 
igh grade machines, and to raise the 
degree of skill in hand operations 
through the simplification and division 
of working process. Again, since the 
development of the ceramic industry. is 
still largely dependent on foreign mar- 
kets, the fixing of the exchange rate is 
an important problem in relation to 
domestic prices and costs of production. 
The average price for a 93 piece dinner 
set for export is at present assessed at 
23 dollars f.o.b., or 7,890 yen, if calcu- 
lated on the basis of 330 yen to a 
dollar. 


(7) Wholesale Dealer's Capital 


Before the war a large number of 
small factories specialized in some one 
part of the manufacturing process or 
in just one part of the final product, 
and it was left to the wholesale dealer 
to collect products and market them. 
Being consequently under the whole- 
sale dealer’s capital, these medium and 
small enterprises ‘were not only cut off 
from the market but were moreover 
tied down to them by capital connec- 
tion. Again, while avoiding the fixation 
of capital themselves, these wholesale 
dealers obtained products. at a very 
low cost through merchant financing, 
and sold them after the addition of 
such final processes as surface paint- 
ing e‘c. Indeed the chief reason for the 
low cost of export ceramic ware was 
the low wage labour conditions made 
possible under this organization man- 
aged by merchant capital. 
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Since the war, wholesale dealer’s 
capital has, at least nominally, receded, 
and the majority of the manufacturers 
are tending to utilize banks or credit 
associations for funds, and to sell the 
products, by either their own sales or- 
ganization or by the use of sample 
shows, in an endeavour on their own 
behalf to contact the market, which 
functions were formerly in the hands of 
wholesale merchants. Naturally at the 
back of this recession of wholesale 
dealer’s capital, there are the decline 
in exports, and the curtailment of the 
functions of wholesale dealers by war- 
time controls, in other words the con- 
version of wholesale dealers to com- 
mission merchants, the enforcement of 
the joint-sale system of officially priced 
wares, the readjustment of commercial. 
enterprises, and the conversion of 
wholesale dealers to manufacturers. 
Moreover, as causes which led to the 
enterprises having their own sales or- 
ganization, the shortage. of supply of 
products as an outcome of the singular 
situation prevailing after the war, and 
the fact that the medium and small in- 
dustry in general is strengthened in 
point of capital when compared to 
former times, must not be overlooked. 
The chief cause, however, of this reces- 
sion of wholesale dealer’s capital is 
that there is no longer any room left 
for price adjustment by merchant capi- 
tal control as was formerly practised 
by wholesale merchants, because of the 
enforcement during the war of a three- 
stage price control on the producer, 
wholesale dealer (or control company), 
and retail dealer, with the consequent 
conversion of these wholesale dealers 
to mere commission merchants. 


Nevertheless the question of contact- 
ing the products of medium and small 
factories directly with the market is 
not immediately solved by the recession 
of wholesale dealer’s capital. Indeed, 
when, as immediately after the ter- 
mination of hostilities, business was 
confined entirely within the country 
and supplies were short, the direct pur- 
chase ‘at the furnace by local and new- 
ly established retail merchants, and the 
sales by the medium and small sized 
enterprises through a sales organiza- 
tion on their own presented. no difficul- 
ties. But, when supplies have gradual- 
ly increased and foreign trade has been 
reopened it is yet impossible for these 
smaller enterprises to maintain good 
contact with the market, with their 
own capital and capacity. To over- 
come this difficulty there is need for 
an organization to collect the special- 
ized products of the small-scale enter- 
prises and introduce them to the mar- 
ket. : 


Most of the export wares are pre- 
sently set wares produced in large fac- 
tories, end, foreign trade is carried out 
through Foreign Trade Public Corpora- 
tion for Mineral and Industrial Pro- 
ducts, and therefore, the activity of the 
wholesale merchant having the nature 
of a manufacturer remains unnoticed; 
but in the main kasic earth producing 
Gistricts of Seto, Tajimi, etc. there are 
practically no surface painting fac- 
tories, so that when export activities 
resume their normal conditions there 
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is every possibility of the small fac-— 
tories coming under the domination of. 
the capital of wholesale dealers. In or- 
der to avoid this danger there is no al- 
ternative but to form a new “co-opera-- 
tion.” 


(8) Market Relations 


At one time, after the termination of 
hostilities the demand for ceramics was 
fairly large owing to the removal cf 
wartime restrictions on consumption, 
the loss incurred by war damage, and 
the demands from the Occupation 
Forces. This revival did not progress 
as was expected, and with the rise of 
prices due to inflation, the domestic 
market reached a stage of saturation. 
The ceramic industry developed as an 
export industry, and especially, in the 
case of toys and table ware 65-77% of 
its production were exported overseas, 
while even in the case of insulators 
and other. industrial wares about 15% 
were exported and a gradual increase 
in this rate was seen. At the present 
time 30-40% of ordinary daily ware is 
set apart for export and the families of 
the Occupation Forces, and future de 
velopment of the industry will only de- 
pend upon the extension of overseas 
markets. 


The overseas markets for Japanese 
ceramics can be roughly divided into 
the American market and the Eastern 
and South Asia markets with different 
interests. Based on export contracts 
and applications for export from the 
termination of hostilities up to the pre- 
sent, it is seen that the United States 
who were the greatest customer before 
the war, accounting for 30% are now 
importing 50% of the total. The main 
ware in demand are 93 piece dinner 
sets, tea sets, etc. which is Japan’s 
highest quality ware, and for the most 
part manufactured in the large fac- 
tories with facilities for complete 
manufacture. Formerly the United 
States imported from Germany, Cze- 
choslovakia, France, Great Britain, and 
other European countries, but since the 
end of the war the export of European 
products is still inactive while at the 
same time the United States cannot 
meet demand with their own. products. 
Consequently there are good prospects 
in the future for the export of table 
ware to the United States. 


As to the Eastern and South Asia 
areas, there has in recent years been 
big exports of Japanese ware due to 
geographical and economic relations, as 
well as on account of the cheap prices. 
As these areas have not been supplied 
with ceramics since the outbreak of the 
recent war, there are also bright pros- 
pects for them to become a market for 
Japanese ware. Products in demand, 
in addition to table ware are electrical, 
architectural and sanitary wares, etc. 
which are necessary for the reconstruc- 
tion and development of these areas. 
Although the demands in these areas 
are not for such high quality wares as 
the United States, but are for the cheap 
quality, the possibility of future ex- 
ports in large quantities may be consi- 
dered as one of the principal deciding 
factors in the survival of the medium 
and small scale enterprises. 
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INDONESIA’S KAPOK TRADE 


The mattress you lie on, the pillow 
you rest on, the lifebuoy or life-jacket 
that saved your life when you last 
attempted suicide or were shipwreck- 
ed, each and every one of these articles 
was able to. serve its purpose with 
such functional efficiency only because 
it was filled with kapok. Not with 
down or feathers and not with horse- 
hair but with kapok. 

Thanks to kapok, millions of people 
throughout the world are able to sleep, 
rest, recuperate. Thus, the world’s 
work is done day after day. That it is 
so badly done is no fault of kapok’s. 
Indeed, if people were but as buoyant 
and inexpensive as kapok the work of 
the world would most probably be per- 
formed more joyously. And joyful 
work is always good work. 

In a way, kapok is a blessing. It 
was to millions during the war. Apart 
from the millions of tired limbs it rest- 
ed and weary hearts, it also saved the 
lives of thousands of shipwrecked sai- 
lors and the sanity of thousands of fac- 
tory workers. For, kapok is also an 
insulator against noise. Against heat 
and cold too. 

This universal blessing, although it 
originated together with others such as 
rubber, sisal, quinine, & cocoa some- 
where in tropical America, is grown. to- 


day almost entirely in Indonesia. ‘“Al- 
most entirely,” is, perhaps, an ex- 
aggeration. But 70% of all the kapok 
used in the world came from  Indo- 
nesia. And that is a lot of kapok. In 
fact it is almost 20,000 tons. 
The Kapok Tree 

After being introduced into Indo- 
nesia by Dutch botanists the kapok 
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tree—like Topsey, “just growed.” No- 
body bothered much about it. The 
trees were planted here and _ there. 


Mostly along roads and along the nar- 
row dykes which separate the wet rice- 
fields. Or just anywhere within easy 
reach of the owner of a piece of 
ground. Some are grown on planta- 
tions. But not many. The kapok tree 
requires no care. The soil is rich. It 
rains aplenty. The sun is always there 
in Java. So the thing just shoots up 
into the air. In the meantime branches 
reach out almost at right angles to the 
trunk. Then dark green leaves begin 
to sprout on the twigs. With the ar- 
rival of the dry weather the leaves 
begin to wither and fall off. In the 
meantime pods have been appearing in 
place of the leaves. And when these 
—the pods-—are big and ripe they 
burst open. Then’s the time to pluck 
them. Then all the boys and girls in 
the neighbourhood clamber up long 
bamboo ladders and pluck the pods 
from the kapok trees. 


Kapok Collection 


These are collected in baskets and 
brought to the drying sheds or 
grounds. Here they are opened com- 


pletely. Each pod has five sections with 
ten rows of seeds embedded in a soft 
layer of cotton-woolly fluff. All this is 
removed, piled together and dried in 
the sun. It is then sifted. The seeds 
are removed and separated for these 
too are valuable commercially. About 
20,000 tons of seeds and 3,000 tons of 
kapok seed oil were exported annually 


before the war. The seeds contain a 
valuable oil used here in Indonesia for 
cooking purposes and abroad in the 
manufacture of soap. Perhaps, as an 
edible oil too, and for all you know, 
you may be buying it as a salad oil 
from your local grocer. 


When the fluff has been properly 
cleansed of seeds and other hard sub- 
stances it is pressed into bales of 50 
kilograms....which reminds me—here 
is a neat little sum in mental arithma- 
tic: If to obtain 50 kilograms of kapok 
the contents of 1,138 full-sized pods are 
required, how many are needed to obtain 
1 lb.? (the answer is 100). The ori- 
ginal bale of 50 kilograms is compress- 
ed hydraulically; two such compressed 
bales are lashed together with steel 
bands into the regular, export two- 
units bale of 100 kilograms of Java 
kapok, as it is known in the trade. 


Before it is shipped abroad the bales 
are trimmed so that they look neat and 
tidy on arriving in a foreign country 
among strangers. Most of them used 
to land in the U.S.A. That is about 
8,000 tons annually. Another 5,000 
tons went to Australia. An odd couple 
of thousand went to England, a few to 
Singapore. In all the value of the 
kapok leaving Indonesia annually was 
over Dutch florins 6,000,000. That is, 
before the war. Last year it was only 
half that. But as soon as things are 
right again in this country, and that 
can’t be long, this life-saving, rest giv- 
ing, noise, heat and cold insulating fluff 
is sure to reveal its buoyant nature 
again. 


THE CHEMICAL INDUSTRY OF 


Chemical supplies, manufacture, 
@nd prices, perhaps more than any 
group of commodities, have been af- 
fected by the aftermath of war and 
the unsettled situation prevailing in 
China. All industrial activity stands 
at a low level. The causes are root- 
ed not only in the after effects of war 
but in the profound changes that 
are taking place in the national 
economy. 

Throughout 1947 China’s industrial 
life was conditioned to ‘a large extent 
by the progress of the civil war. 
Producing centers were isolated frem 
each other and from their markets 
and raw material sources. Business 
suffers from inflationary prices, while 
attempts to end the civil strife and 
reconstruct the national economy 
simultaneously have created an over- 
all state of instability. No progress 
in business recovery has been evident, 
nor has China been able to capitalize 
on the opportunity for industrial 
growth and the cultivation of export 
markets in the Far East. 


Bad state of industries generally 


Lespite the unfavourable situation, 
attempts are being made to re 
establish the chemical industry, 
whose foundations have been _ shat- 
tered by more than 10 years of war. 
The 1937-38 hostilities destroyed more 
than 75 percent of chémical-consum- 
ing and chemical-producing units. 

At the end of 1947, transportation 
was in its worst state since the war, 
and coal production was hard hit. 
Power was and still is insufficient 
to meet demand. Raw materials for 
industry, mostly imported, penetrated 
with difficulty a web of import res- 
trictions. Labour disturbances and 
lack of capital and exchange to pur- 
chase foreign equipment continue 
pene to hinder normal rehabilita- 
ion. 


Difficulties of Chemical Industry 


There was 


a general shortage in 
1947 of 


imported industrial raw 


CHINA 


materials, of whicn chemicals were 
only a part, and domestic production 
of primary components was extremely 
limited. 
_ Chemicals have been a_ speculative 
item on an erratic market. At times 
extreme shortages pushed prices be- 
yond practical utilization by consum- 
ing industries, so that stocks were 
traded or hoarded rather than used. 
At other times, chemicals not in short 
supply arrived in quantities  suf- 
ficient to depress the market. 

Few of the basic problems affecting 


industry were solved. So long as 
an economy of _ scarcity prevails, 
speculation continues. Production 


was in some cases far below prewar 
levels. in others approached its for- 
mer volume. It was frequently cur- 
tailed involuntarily by shortages; 
at other. times, manufacturers weigh- 
ed the doubtful merits of piling up 
cash balances in a depreciating cur- 
rency against the more realistic ad- 
vantage of holding scarce materials 
as an inflationary brake. 


1948 


There have been some bright spots. 


UNRRA’s contributions to industrial 
rehabilitation were sizable, and re- 
sults will be apparent later. Some 


regions recorded business gains, and 
plans were actively under way in 
1947 for increasing power-generating 


capacity. In the South and in For- 
mosa, both areas remote from com- 
bat, there was greater industrial 
activity. 


The Japanese Occupation Period 


Following Japanese occupation of 
eastern and northern China, as from 
end of 1937, controls were rapidly 
extended in all China to include the 
importation, exportation, distribution, 
and sales of a wide range of goods, 
both primary and manufactured com- 
modities. As an integral part of 
their war effort within the “Inner 
Defense Zone” (Japan proper, Man- 
churia, Korea, and North China), the 
Japanese made careful plans _ to 
utilize fully the industrial poten- 
tial of North China. To accomplish 
this goal, they created new industries, 
adapted and expanded existing ones, 
and rooted out those activities hostile 
to their objectives. After Decem- 
ber 1941, this wrogram to expand 
Chinese industry was accelerated and 
regulations tightened. 

As result, the Japanese succeeded 
in bringing the industrial output of 
North China to maximum levels in 
1943 and 1944 and were able io keep 
industries in operation up to and even 
after the cessation of hostilities. 
Employment in 1947 is believed 
to have been considerably above 
1937 levels. The Japanese contribu- 
tion to the industrialisation of China 
has been very large. 

In order to carry on a protracted 
war of resistance in so vast a ter- 
ritory, unoccupied China had to be- 


come self-sufficient in some ways, 
and industrial centers were  trans- 
planted west or modified. Chungking 


and Kunming became then important 
industrially. The Government shifted 
its research and economic activities 
to the interior, the location of the 
country’s principal natural resources. 
The comparatively small Chinese 
chemical industry likewise was 
moved. Most of the activities trans- 
ferred to the South-west, however, 
‘were private enterprises. Industrial 
production in unoccupied “hina ap- 
pears to have been well maintained 
ir most lines up to the middle of 
1943. 


Post-war Activities in China’s In- 
dustries 
The National Resources Commis- 


sion, charged with the administration 
of most of China’s basic industry, 
is beset by military demands, preemp- 
tive calls on personnel, and financial 
difficulties. Many of the country’s 
problems are physical, the direc’ 
effects of 8 years of Sino-Javanese 
hostilities, but the transfer of ad- 
ministration and local economy from 
an advanced Japanese pattern to 
an economically backward Chinese 
authority and the present tendency 
toward more state controls have 
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created other difficulties. China’s 
stupendous task of reconstraction is 
twotold—it involves both rebuilding 


and industrialization. 

Following reorganization of the 
Chinese Ministry of Economic Affairs 
in 1947, the National Resources Com- 
mission (established in 1935 to 
develop the nation’s basic and im- 
portant industries) was set up as a 
separate agency. The Commission 
liumuted its prewar activities principal- 
ly to production of liquid fuels, but 
aquring the war it expanded its 
operations to include other projects. 
In February 1948, it had 13 subsidiary 
chemical factories—9 entirely owned 
and 4 partly owned. Output of NRC 
factories increased markedly in 1947. 
The Commission manufactured 48 
essential products in 1947, with the 
output of 36 of these being greater 
than in 1946. Production of calcium 
carbide, pyrites, bleaching powder, 
and liquid gases (probably chlorine) 
was resumed in 1947. Manufacture 
of alcohol by NRC factories declined; 
all of the Commission’s wartime dis- 
tilleries are reported to have been 
sold or closed, with one _ exception. 
Plants of the NRC are said to have 
produced in 1947 more than 30 per- 
cent of the output of industrial acids 
and over 20 percent of the alcohol. 
Production rose most in those plants 
making sulfuric acid, fertilizers, sul- 
fides, and coke. 

Nine alcohol plants were established 
during the war. The Commission’s 
Kunming Chemical Works in Yunnan 
made soda ash, caustic soda, sodium 
sulfate. The NRC owns a low-tempera- 
ture coal-distillation plant in Sze- 
chwan, where large quantities of bit- 
uminous coal are found. 

Of great interest was the oil-crack- 
ing plant in Chungking where _ tung 
oil was treated to obtain gasoline sub- 
stitutes and Diesel oils. It was the 
first plant of its kind to be established 
in China. 


Aid of UNRRA 


Although some projects are continu- 
ing under a_ system of _trusteeship, 
1948 saw the close of UNRRA aid to 
China, Certain limited appropriations 
have been made available to the 
Ministry of Agriculture and Forestry 
for work on pesticides, food process- 
ing, veterinary and livestock activ- 
ities, and the completion of a fertilizer 
program. The Food and Agriculture 
Organization of the United Nations al- 
so took over about 45 specialists to 
carry on work for a_ period of 6 
months in the principal agricultural 
fields. 

Several projects which could not be 
completed before the close of UNRRA 
activities will be managed during the 
the next 2 years by the Chinese Gov- 
ernment and will be financed with an 
UNRRA foreign-exchange endowment 
equivalent to US$5,000.000 and with 
vroceeds from the sale of residual 
UNRRA supplies. These projects are 
now in limited operation, with the ex- 
ception of the pharmaceutical pro- 
gram. The latter is scheduled to re- 
ceive $4,000.000 for the purchase of 
raw materials, plants, laboratory 
equipment, and machine tools for the 
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production of biologics and pharma- 
ceuticals at low prices for the Ministry 
of Health. 

An outstanding UNRRA aid was the 
supply of 230,000 long tons of fertili- 
zers, which contributed substantially 
to annual import requirements. These 
supplies, as well as large quantities of 
seeds and pesticides, helped to increase 
food production and assisted in the re- 
clamation of farm lands. 


Development of the Chinese Chemi- 
cal Industry by Regions 


Shanghai industry, representing the 
heaviest concentration in China, did 
not fare too badly in 1947; most of the 
major industries advanced during the 
year. Of 200 chemical plants in opera- 
tion in the area before the war, 17 
were active in early 1947. An estim- 
ated 60 to 80 percent of postwar con- 
sumption of fine and industrial chemi- 
cals was centered in the Shanghai re- 
gion, and this situation is expected to 
prevail in 1948 and 1949 because of 
unsettled conditions in the North and 
transportation problems. Shanghai has 
76 chemical raw-materials plants, 91 
pharmaceutical factories, and more 
than 1,400 plants consuming chemical 
products. Most of these have had to 
operate on part-time schedules because 
of the shortage of materials. 

Many formerly important industrial 
cities — Tientsin, Hankow, Tsingtao, 
and, to a lesser extent, Canton and the 
South-east China vorts — have been 
isolated from supplies and internation- 
al channels of commerce, and the mo- 
mentum of wartime activity in Kun- 
ming, Chungking, and other interior 
centers has declined sharply, so. that 
economic and industrial rehabilitation 
and the resumption of foreign trade 
have been concentrated in Shanghai. 

Industrial recovery has been slow in 
North China. A number of major 
plants have continued operations, but 
most of the intermediate and smaller 
factories have been dismantled or idle. 
Progress in the Tientsin area was dis- 
appointingly slow in 1947, and Shan- 
tung and Tsingtao witnessed steady 
declines in industrial activity. 

Industry in both Kwangtung and 
Kwangsi has been hampered by infla- 
tionary trends and shortages of fuel 
and raw materials. Production cannot 
advance in significant volume until 
supplies from mines in the northern 
part of the region are organized and 
rail transport is improved. 

A fair degree of progress was made 
in Central China up to the end of 
August 1947, when military develop- 
ments disrupted economic activity. 
The Hopeh area has about 220 fac- 
tories (of all kinds), but lack of sup- 
plies has hampered production, parti- 
cularly where imported materials are 
needed. 


With the removal of the Central 
Government to Nanking and the dis- 
persion of Chungking’s wartime indus- 
tries to the coastal cities of China, the 
readjustment of Szechwan economy 
from the wartime peak to a semblance 
of its former status was virtually com- 
pleted by the beginning of 1947. The 
now remote city of Chungking enjoyed 
a fair year in 1947. Chemical manu- 
facture in Yunnan, including the prc- 
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duction of calcium carbide, lime, and 
soap, was active. Considerable quant- 
ities of materials such as caustic soda, 
medicines, and dyes were received 
from Burma and Hongkong. 

The island of Taiwan (Formosa) oc- 
cupied the industrial spotlight during 
1947, not so much from the standpoint 
of accomplishment but because of its 
potentialities. China’s problem in this 
area is one of reconversion, of fitting 
for Chinese use a semi-colonial econo- 
mic pattern expressly designed to sup- 
plement and serve the industrial struc- 
ture of Japan. By the end of 1947, 
Taiwan’s industry was in operation— 
not efficiently, but functioning. All 
industries or enterprises of importance 
are operated by governmental or semi- 
governmental agencies. It is significant 
to note that the power industry is 
capable of producing considerably 
more electricity than is consumed. 

Isolated from Nationalist China and 
‘under military control since the sum- 
mer of 1945, the Dairen area has ex- 
perienced little improvement in trade 
or industry since VJ-day. Supplies 
and raw materials are extremely 
short. In the Mukden district, the out- 
put of coall and power, along with the 
general industrial level, had fallen 
considerably by the end of 1947. 


Information on Chemical Plants 


Hostilities dealt a severe blow to one 
of China’s largest groupings of inor- 


ganic chemical plants — Yung Li 
‘Chemical Industries, Ltd.—whose de- 
velopment was expected to assist 


materially in laying the foundation of 
a modern chemical industry. One of 
the company’s _ nitric-acid plants, re- 
moved from Kiangsu Province, is sche- 
duled to be returned in 1948; the 
plant, valued at US$500,000, has a 
daily capacity of 100 metric tons. The 
Yung Li works at Tangku, Hopei, pro- 
ducing soda ash and _ caustic soda, 
were taken over by the Japanese and 
operated by the North China Develop- 
ment Company. 

Ta Chen Industrial Corporation is 
producing various industrial chemi- 
cals, including calcium carbide and 
sulfuric, hydrochloric, and nitric acids. 
It makes soda and sodium sulfide, lead 
and zinc oxides, and barium com- 
pounds, as well as potassium chlorate 
and red phosphorus. The NRC sul- 
furic-acid plant at Hulutao is produc- 
ing 50 tons of acid daily, using lead 
sulfide from Anhwei Province. A fac- 
tory in Sinkiang has a daily capacity 
of 1,100 pounds of sulfuric acid. 

Northwest Electrolysis Works is 
readying a plant capable of producing 
720 tons of caustic soda per year. 


Chemical consuming industries 


Chemical consumption in China is 
important and embraces a wide range 
of essential items. Major chemical- 
consuming industries include: Textile, 
tobacco, cement, drug and pharmaceu- 
tical, foodstuffs, glass, metal-working, 
match, paper, paint, soap and candle, 
sugar, and leather. 

Restoration of thé heavy chemical 
industry can proceed only slowly. 
Among plants showing the greatest in- 
crease in output have been those pro- 
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ducing bleaching powder, caustic soda, 
and acids. 

Speculative activities and present 
chaotic economic conditions compli- 
cate attempts to supply manufacturers 
with caustic soda and soda ash and 
make it difficult to estimate future 
production.. Output has shown an up- 
ward trend, but it is insufficient and 
is limited by the shortage of electric 
power. 

When repairs to plants in Taiwan 
are completed, it is expected that that 
Province will be able to supply a large 
part of China’s requirements of caustic 
soda. The Taiwan Alkalies Company 
can at present produce 370 tons of 
solid caustic soda daily—which appro- 
ximates the maximum output of the 
Japanese regime. 

Current output of soda ash has been 
about 50 percent of requirements, but 
when the Yung Li plant in Szechwan 
is completed production from that fac- 
tory plus that from Yung Li’s Tanku 
works is expected to make China al- 
most self-sufficient in soda ash. Im- 
ports of soda ash may be unnecessary 
by 1949, but dependence on foreign 
sources could well continue for several 
years. 

In the salt industry, the Japanese 
concentrated their efforts in Occupied 
China on development of the Changlu, 
Shangtung, and Haichow salt fields. 

As China becomes industrialized, the 
demand for sulfuric acid will increase 
substantially. In  sulfuric-acid plants 
operated by the NRC, output increased 
from 219 tons in 1946 to 3,764 tons in 
1947; production of hydrochloric acid 
in NRC plants rose from 769 tons in 
1946 to 1,045 tons in 1947. 

The need for insecticides is unlimit- 
ed, and a large potential market ex- 
ists; however, it is restricted at present 
by the price factor, import controls, 
and lack of widespread knowledge 
concerning effective methods of insect 
control. In 1946 and 1947, UNRRA 
distributed considerable quantities of 
pesticides, many being given tn farn: 
grouvs and agricultural groups for ex- 
perimental work. 


Fertilizer in China 


Potentially, China is one of the two 
ov three greatest world markets for 
fertilizers. The country is still basical- 
ly agricultural, and an adequate sup- 
ply of plant food is of the utmost im- 
portance. China’s land has been work- 
ed for centuries, and one of its great- 
est needs is cheap fertilization. The 
war depleted the soil still more. and the 
use of fertilizers would be the quick- 
est and cheavest means of obtaining 
greater productivity. The quantities 
of fertilizer used are small in propor- 
tion to acreage, and the requirements 
are enormous. In Szechwan Province 
alone, it is believed that 3.000.000 tons 
could be used annually. China’s mini- 
mum fertilizer imvort requirements 
are estimated at 600,000 long tons, in- 
eluding Taiwan. 

The continuing food crisis has focus- 
ed attention on the fertilizer industrv’s 
difficulties. Existing production facil- 
ities are inadequte. and a distribution 
problem is also involved. The erection 
of new plants and the modernization 
of existing ones could improve the 
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situation considerably. The State 
Council of the National Government of 
China will give priority to the manu- 
facture of fertilizers; the Economic Re- 
form Plan includes the taking of a soil 
survey. Future production facilities 
will need to include additional sul- 
furic-acid units. ; 

Deposits of phosphate rock, claimed 
to be sufficient to yield 2,500,000 tons 
of fertilizer, have been discovered near 
Fengtai, Anhwei Province. The Chin- 
ese National Relief and Rehabilitation 
Administration, with the assistance of 
UNRRA, plans to furnish mining and 
transport equipment to facilitate pro- 
duction of phosphate rock. : 

The Pukow factory of the Yung Li 
Chemical Industries is an important 
fertilizer producer and has a -potential 
annual capacity of 50,000 tons of am- 
monium-sulfate. Three former Japan- 
ese plants in Taiwan have a combined 
yearly capacity of 10,000 tons of cal- 
cium cyanamide and 30,000 tons of 
superphosphate. Manchuria had _ six 
ammonium-sulfate plants before the 
war, but what they will able to con- 
tribute to supplies in the immediate 
future is unknown. 


Organic chemical plants 


China’s organic chemical industry is 
small, but a growing consciousness of 
its importance is apparent. Production 
of synthetic organic chemicals, with 
the exception of alcohol, is not high. 


‘China especially needs a coke-distilla- 


tin industry. Only limited quantities 
of coaltar crudes such as benzol, pitch, 
and tar are made. A coking plant has 
been established in western Szechwan, 
where bituminous coal is found in 
large amounts; crude phenol and coke 
are being produced. A North China 
fertilizer company plans to enter the 
coaltar industry and will use as raw 
material coal and gypsum deposits in 
Shansi. 

Alcohol is one of the principal pro- 
ducts for which expanded output is 
sought. The great increase in its 
manufacture dates from the war; an- 
nual production now amounts to 10.- 
600,000 gallons. 


Dye and paint industry 


Sulfur black, the principal product 
of Chinese dye factories, is the only 
coal-tar dye made. Facilities for the 
manufacture of more than 40,000,000 
pounds of sulfur black annually are 
available if raw materials can be ob- 
tained. There are at present about 50 
factories, with an -estimated daily 
capacity of 153,000 pounds: if they 
were in full operation, it is thought 
that they could supply most of China’s 
requirements, exclusive of Manchuria. 
In 1946, raw-material shortages limit- 
ed production to not more than 5,000,- 
G00 pounds. A like amount was im- 
ported, but the combined total did not 
supply the need. The industry is cen- 
tered in Shanghai. the port of entry 
for the raw materials. 

Traditionally. China is one of the 
two largest indigo markets in the 
world. Chinese imports of synthetic 
indigo in 1947 exceeded 5 million 
pounds. Natural indigo is grown. but 
it cannot compete with the synthetic 
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product when the latter is available. 

_The difficulty of obtaining interme- 
diates presents a problem as Chinese 
industry rehabilitates itself and manu- 
facturers look abroad for supplies, but 
little increase in the importation of 
dyes and materials is foreseen in the 
future. However, the emphasis placed 
on expansion of domestic ‘industry 
may make possible the granting of 
larger Chinese exchange quotas for im- 
ports of noncompetitive raw materials 
and_intermediates. Despite shortages 
in Europe and the United States, the 
Chinese import restrictions, and a 
greater interest in domestic manufac- 
ture, absence of German and Japanese 
dyes from the market represents an 
opportunity to European and United 
States producers to lay the  ground- 
work for future trade in China. 

Little is known of the postwar mar- 
ket for dyes in Manchuria. Prior to 
the war, this area is said to have sup- 
ported more than 1,000 machine dye- 
ing factories and many small shops. 

Domestic production of paint and 
varnish had attained considerable 
volume prior to 1937. With some 
of the principal raw materials 
obtainable cheaply, including an 
abundant supply of tung oil, the 
paint industry had done well and was 
in a position to expand. In the less 
expensive grades, Chinese products 
were able to replace to a considerable 
extent imported goods, and the domes- 
tic industry has normally supplied a 
substantial amount of cheaper paint to 
coastal areas. Several of the larger 
paint plants are known to have been 
damaged. 

The only lithopone factory-is_ the 
Barium Chemical Works at Shanghai. 
Its present maximum capacity is 40 
tons monthly, but shortages of raw 
materials hampered production in 
1946. With additional facilities, out- 
put could be increased to 80 tons 
monthly, and this amount would easily 
be absorbed. 


Pharmaceutical & cosmetics indus- 
try 


The small allocation of foreign ex- 
change for the purchase of drugs and 
pharmaceuticals appears to place un- 
due emphasis on domestic production. 
China does not yet possess the facil- 
ities necessary for self-sufficiency in 
this field. The culture of large quant- 
ities of vaccine is needed to supply 
normal requirements for disease pre- 
vention and emergency cure. The 
Chinese Government has been particu- 
larly interested in the manufacture of 
drugs and medicines, and these activ- 
ities wil: continué to receive consider- 
able assistance from UNRRA funds in 
the next 2 years. 

China is a source of certain crude 
drugs and medicinals, but customarily 
imports large quantities of both drugs 
and pharmaceutical products. Last 
year these imports were about 1,500 
tons. 


Shanghai is the center of soap pro- 
duction, but shortages of raw materi- 
als, high manufacturing costs, and lack 
of distribution facilities limited output 
to a monthly average of 140,000 cases 
in 1946 and to 180,000 cases in 1947. 
Production in 1948 is estimated at not 
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more than 200,000 cases monthly, al- 
though capacity output could reach 
500,000 cases. Approximately 50 per- 
cent of production is household and 
laundry soap. The primary concern 
of the industry is an adequate supply 
of caustic soda. There are 15 plants 
known to have been producing bleach- 
ing powder since VJ-day. 

Following the commencement of 
Sino-Japanese hostilities, the output of 
cosmetics as well as soap’ increased 
considerably, stimulated _by the ban on 
imports of luxuries. Plants in the 
Shanghai area manufacture quantities 
of toilet preparations and cosmetics, 
and a sizable future market for these 
exists, because many more Chinese 
women use and are able to purchase 
them than was formerly the case. The 
quality of the domestic product has 
improved. 


Exports of Chemical Raw Materials 


Foreign demnaa for China’s tung oil 
was one of the few encouraging factors 
in the 1947 export situation. Shanghai 
and Hiongkong exports of tung oil were 
about 73,000 long tons. The United 
States took 66 percent of the total and 
75 percent more than in 1946. The new 
crop yield is estimated at 80,000 tons, 
Szechwan and Hunan are the leading 
producers. The market was sufficient- 
ly strong to overcome obstacles, and 
producers are optimistic over the fu- 
ture of the trade. The latter expect 
exports to be limited only by Govern- 
ment policy and the inadequacy of 
river transportation. Under the Chin- 
ese Economic Reform Plan, appropri- 
ate Government agencies will have 
over-all control over tung oil. It is 
planned to plant a total of 300,000 
trees in Szechwan, Hunan, MHupeh, 
Chekiang, Kwangtung, end Kwagsi. 

The absence of export markets and 
the necessity of utilizing 'and for food- 
stuffs production practically eliminat- 
ed cultivation of peppermint during 
the war years, and postwar planting 
has not been resumed on the former 
scale. Shanghai, the center of the in- 
dustry, had in 1940 more than 20 fac- 
tories producing menthol end its by- 
product, dementholized peppermint oil. 
Peak output was about 1,500,000 
rounds of menthol and 850,200 pounds 
of the oil annually. 

By 1946, six plants had resumed 
part-time operation, but in 1947 only 
two factories remained in production, 
with a combined output for the year of 
50,000 pounds. In 1947, China ex- 
ported over 65 tons of menthol 
crystals. The United States took 60 
percent. 

China’s annual exports of natural 
raw lacquer material ‘ormerly averag- 
ed 1,090,000 pounds, with the max- 
imum 2,000,000 pounds, Japan was 
the piincipal customer, taking more 
than 90 percent of all exports. No 
reliable estimates of current produc- 
tion are available. It is believed that 
sales of lacquer will be difficult to 


promote, and postwar exports are 
estimated at 1,460,000 pounds an- 
nually, 

The Chinese Government, through 
the National Resources Commission, 


is attempting to rehabilitate the cam- 
phor industry of Formosa. Before 


the war the island supplied 70 percent 
of world carnphor requirements. None 
is being produced at present, but 
the the Taiwan Camphor Co. states 
that a considerable portion of stocks 
on hand at the time of the Japanese 
surrender is intact. 


Outlook for Trade 


Few predictions can be made on 
the trade outlook. Imports may be 
considérably less, in line with the 
Government’s policy of encouraging 
domestic industries in order to in- | 
crease Chica’s industrial capacity and 
for the more immediate purpose of 


conserving foreign exchange. Never- 
theless, the opportunity exist for 
foreign chemical manufacturers to 


lay the foundations for future trade 

The Chinese chemical trade, inv con- 
junction with the Export-Ir-port. 
Board, recently : 2mpleted a survey 
to determjne the extent to which the 
China market can be supplied by 
domestic factories, and will mak:: 
recommendations to prohibit the im- 
portation of a, number of chemicals 
which can be manufactured at home. 


In 1947 China was the second 
largest market in Asia for United 
States chemicals and aWied products, 


taking goods valued at US$33,665,000, 
compared with 41,760,090 in 1946, 
and $1,800,000 in 1938 Yn terms of 
dollar value. the chief commodities 
exported to China were coal-tar pro- 
ducts, medicinals and pharmaceuticals, 
industrial chemicals, and ciemical 
specialties. United States imports 
from China were valued at $3,740,000 
in 1947, compared with $16,700,000 
in 1946. These imports cousist 
chiefly of tung and other vegetabir 
oils and waxcs. 


In 1940 the British Empire supp)icd 
41 percent of China’s total impc-ts 
and the United States 32 percent. 
German chemicals were outstandin 
for some years on the China market 
but during 1939 imports from the 
Japanese Empire equaled “termanvy’s 
share of the trede and in 1940 far 
surpassed it. 


Vegetable oils, tea, and silk, which 
formerly provided a large part of 
China’s foreign exzthange, have not 
regained the position on world mar- 
kets that will fursish the araounts 
needed. An indication of the severe 
tightenjng of exchange regulations 
is shown by a 2omparison of est?mat- 
ed minimum annuai requirements of 


chemicais and fertilizers and the 
auota allocation... For the period 
February 1947-SJanuary 1948. mini- 


mum requirements of chemicals were 
estimated at US$zZ0,000,000 and the 
exchange allotted was $9,800.000. in 
the case o* fertilizers, the figures were 
$20.000,000 and $4,000,000. respec- 
tively. China’s jir:perts of chemicai 
and pharmaceutical vroducts in 
Februarv 1948 drorpe” 45 percent in 
value from those ia Januarv. Totals 
were $851.440 and $1,549.787, respec- 
tively. However. they recovered ©°4 
percent in March, “oteling $1,279.33], 
and in April were valued at $1,408.- 
668. China is essertiall’ a long-term 
market. So impirtan: are the 
changes that are taking “lace or that 
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are likely to occur that it is impossi- 
ble to foresee the type of controls 
which may .remain in force. 

Facing a stupendous problem of 
reconstruction and_ industrialization, 
China needs foreign capital, foreign 
technical skills, and foreign raw 
materials, all in huge amounts, but 
at present the possibility of a favour- 
able atmosphere for industrial growth 
appears more remote than at any 
time in the postwar period. While 
the present instable political and 
economic conditions prevail, progress 
must necessarily be disappointingly 
slow. For the present, the official Na- 
tional Resources Commission is con- 
centrating its efforts on the develop- 
ment of such resources as are found 
south of the Yangtze, a policy which 
is also otherwise observed in civil war 
ridden China. 


PAPER MILLS IN FOOCHOW AND 
CANTON 


Plans have been made to establish a 
modern pulp mill at Mamoi, about 9 
miles from Foochow (Province of 
Fukien). Negotiations were under way 
in March for the purchase of 1,000 
acres of land for the site of the pro- 
posed plant. The project will be 
financed by both Chinese and United 
States interests and is expected to cost 
about US$20 million, 

Prior to the outbreak - of the Sino- 
Japanese hcstilities in 1937, the build- 
ing of a pulp mill in Foochow was 
under consideration by Japan. This 
mill would have been one of the 
largest in the Far East. Because of 
strong opposition from Chinese and 
other sources, the Japanese abandoned 
the plan. Fukien is reported to produce 
more pulp-wood than any other 
Chinese Province. 

The recovery of the US$3 million 
Paper mill formerly located at Canton 
is anticipated within the next 6 
months. lt will be erected again in the 
Canton area; the present location is 
Hokkaido, Japan. The production 
capacity of the mill is 50 tons daily. 
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